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ABSTRACT 

This  document  provides  a  complete  record  of  testimony 
presented  at  z  series  of  hearings  before  the  U.S.  Congress  on  the 
electronic  collection  and  dissemination  of  information  by  federal 
agencies.  In  looking  at  the  effect  of  new  computer  and  communications 
technology  on  government  information  activities  and  practices,  the 
hearings  considered  such  issues  as  the  capabilities  and  expense  of 
modern  computerized  information  systems,  and  the  consequent 
reevaluation  of  the  role  of  government  agencies  in  the  dissemination 
of  public  information.  The  first  day  of  hearings  concentrated  on  the 
EDGAR  (Electronic  Data  Gathering,  Analysis,  and  Retrieval)  system 
developed  at  the  Securities  and  Exchange  Commission.  Testimony  on  the 
second  day  considered  the  proposal  of  the  Federal  Maritime  ^^mmission 
(FMC)  to  establish  an  automated  tariff  tiling  and  information  system. 
To  explore  potential  conflict  between  the  FMC  and  the  private  sector, 
some  of  the  companies  offering  tariff  automation  services  offered 
testimony.  Other  witnesses  at  the  hearing  represented  three  agencies 
that  have  developed  electronic  dissemination  systems  for  press 
releases  and  other  agency  data — the  Census  Bureau,  Food  and  Drug 
Administration,  and  Department  of  Agriculture.  The  final  day  of 
hearings  focused  on  the  National  ^^ibrary  of  Medicine's  Medlars  system 
and  on  the  trademark  automation  activities  of  the  Patent  and 
Traciemark  Office.  The  hearings  were  held  to  review  those  decisions 
and  to  compare  and  contrast  alternative  approaches.  (THC) 
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ELECTRONIC    COLLECTION    AND  DISSEMIN\. 
TION  OF  INFORMATION  BY  FEDERAL  AGEN- 


MONDAY,  APRIL  29,  1985 
House  of  Representatives, 

GOVKHNMENT  iNrORMATION,  JUSTICE, 

AND  Agriculture  Subcommittee 
OF  the  Committee  on  Governbient  Operations, 
on      ,  Washington^  DC. 

9J7  Po  K°""«*^  met^pursuant  to  notice,  at  1:03  p.m.  in  room 

m^n  n?f^ ^^^g'  Hon.  Glenn  English  (chT 
niM  of  the  subcommittee)  presiding.  vi-mur 

Present:  Representatives  Glenn  English,  Gerald  D  Kleczka  St*>. 
phe«^L.  Neal,  Jim  Lightfoot,  Joseph^.  faSjuar^'  SdlSn^R 

n^^t^°  ^^r*^  ^  Gellman,  counsel;  Euphon  Metzeer 

?n  £v?rim^eT(geS&  "^^""^^^  ^^^^ 

OPENING  STATEMENT  OF  CHAIRMAN  ENGLISH 
Mr  English.  The  hearing  will  come  to  order, 
ic  cni  W«iS®  *  ^"^     hearings  on  the  subject  of  electron- 

wfS  J^^*^?*  dissemination  of  information  by  Federal  agenciw 
We  will  be  taking  a  broad  look  at  the  effect  of  new  comoE 

'^TSr'^r.'^^''^?F  °"  Government  inforSTat  on  KwtiS, 

minf  KutT^  «         ^^t  opening  steS 

mrat,  but  I  do  want  to  make  a  few  points.  »~  » 

tion  «vS.a'"*^  r"**  -^^  ^''P®"^  of  'no**^™  computerized  informa- 
SencTi^S^thp%^l!l"'^  a  reevaluation  of  the  role  of  GovemSJt 
^ntrif^      the  dasemination  of  public  information.  That  is  the 

Sve  woTeS  t*?hTn^r"^-  "^'^f*^  dissemination  thi? 

eSrrir^e.  ^  '■^^'^^^  transferable  to  the 

curS^-r^^  Sii^  concentrating  on  the  EDGAR  system  at  the  Se- 
SMB'f  HrS  Commission.  We  will  also  h^r  testimony  on 

v?^  A»  •  on  information  management. 

now^iM^^oS^L^^^  ^  ""7*^"^^?^^*/°^^  information  systems 
thTtfSl  withfn  ?£^iLf''^^*""**^  for  Federal  agencies.  Systems 

t^eTteSrputenta^^^^  ^ 

(1) 
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Electronic  diaaemination  of  data  raises  a  series  of  information 
poUcy  questions  that  we  generaUy  already  know  how  to  answer  for 
Se  disseminatiop  of  paper  documents.  We  have  been  distributing 
paper  documents  for  200  years,  and  any  problems  that  anse  are 
usually  resolved  because  the  reproduction  of  paper  is  cheap  ana 

^^The  use  of  computer  and  communications  technologic  s  for  han- 
dling information  is  much  more  complex.  Electronic  systems  re- 
quire considerable  advanced  planning  and  sizable  capital  expendi- 
tures. The  issues  of  cost,  access,  and  fairness  raised  by  an  electron- 
ic data  system  become  more  compUcated  as  the  capabilities  of  the 

system  increase.  ...     .    ■,.       •  r 

Ttif  Department  of  Agriculture's  electromc  dissemmation  of  m- 
formation  [EDI]  3j»tem  is  an  example  of  a  simnler  dwtrjution 
system.  A  more  complex  system  is  Medlars  operated  by  the  Nation- 

cd  Library  of  Medicine.   

The  EDGAR  system  at  the  SEC  is  even  more  ambitious.  The  ^ 
wants  to  coUect  and  disseminate  information  electronically.  The 
SEC  IS  paying  for  the  development  of  EDGAR  s  pilot  system,  but  it 
wants  a  private  vendor  to  pay  the  entire  cost  of  the  operational 
system.  Users  of  the  information-other  than  the  SEC— are  expect- 
ed to  provide  the  necessary  revenues.  ^,  „  j  i  &  j„ 
The  SEC's  approach  to  EDGAR  is  understandable.  Federal  ftmds 
are  not  readily  avaUable  today.  Finding  other  users  that  might  be 
wilUng  to  pay  the  costs  is  an  attractive  idea.  .  * 

It  remains  to  be  seen,  however,  whether  the  sennoes  that  the 
SEC  wants  EDGAR  to  provide  will  match  the  information  nwds  of 
others.  If  the  demands  of  the  SEC  and  the  private  sector  do  not 
match  sufficiently,  then  the  EDGAR  contractor  could  lose  a  lot  of 
money.  EDGAR  will  cost  over  $50  million.  Given  all  of  the  uncer- 
tainties, that  is  a  huge  investment.  .  ., 

Other  agencies  are  considering  mformation  systems  similar  to 
EDGAR  including  the  Federal  Maritime  Commission  and  the 
Patent  and  Trademark  Office.  We  wUl  be  looking  at  these  systems 
in  the  near  future.  ,  , 

I  want  to  make  it  clear  at  the  outset  that  I  am  neither  for  nor 
against  any  of  the  electronic  information  systems  that  we  wiU  be 
discussing.  If  I  bring  any  preliminary  conclusions  to  the  hearing,  it 
is  that  each  agency  and  each  information  system  must  be  judged 
on  its  own  needs,  operations  and  history.  .  ... 

A  system  that  works  well  for  one  agency  or  for  one  mdustry 
might  be  inappropriate  for  another.  One  agency  may  be  able  to  jus- 
tify its  own  system,  and  another  agency  might  do  better  by  pur- 
chasing an  existing  or  enhanced  data  system  from  the  private 
sector 

T  want  to  take  note  that  another  congressional  committee  has  al- 
ready done  some  detaUed  oversight  into  the  operation  of  the 
EDGAR  pUot  system.  We  will  not  replow  that^ound  today.  We 
wiU  be  focusing  our  attention  on  where  EDGAR  is  going  rather 
than  where  it  stands  today.  ,.,,/.„  i 

[The  opening  statem-nt  of  Mr.  English  follows:] 
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Opening  Statement 

CHAIRMAN  GLENN  ENGLISH 

Hearings  Before  the 

SUBCOMMITTEE  ON  GOVERMMENT  INFORMATION,  JUSTICE,  AND  AGRICULTURE 

ELECTRONIC  COLLECTION  AND  DISSEMINATION 
OF  INFORMATION  BY  FEDERAL  AGENCIES 

April  29,  1985 

This  IS  the  first  in  a  series  of  hearings  on  the  subject 
of  electronic  collection  and  dissemination  of  information  by 
federal  agencies.     We  will  be  taking  a  broad  look  at  the 
effect  of  new  computer  and  communications  technology  on 
government  information  activities  and  practices. 

The  capability  and  the  expense  of  modern  computerized 
information  systems  are  forcing  a  reevaluation  ot  the  role  of 
government  agencies  in  the  dissemination  of  public  information. 
That  is  the  central  issue  at  these  hearings.     Methods  of 
information  distribution  that  have  worked  in  the  past  iray  not 
be  equitably  or  economically  transferable  to  the  electronic  age. 

Today,  we  will  be  concentrating  on  the  EDGAR  system  at 
the  Securities  and  Exchange  Commission.     EDGAR,  which  stands 
for  Electronic  Data  Gathering,  Analysis,  and  Retrieval,  is 
supposed  to  manage  the  millions  of  pages  of  documents  that 
are  filed  with  the  SEC  each  year  and,  at  the  same  time, 
permit  wider  .access  to  SEC  information. 

EDGAR  IS  just  one  of  a  number  of  electronic  information 
collection  and  dissemination  systems  now  being  operand  by  or 
planned  for  federal  agencies.     -ome  of  these  systems  are  very 
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similar  to  EDGAR  because  the  data  will  be  collected  and 
disseminated  electronically.    Other  agency  systems  only 
involve  the  electronic  dissemination  of  data  that  nas  ee" 
collected  by  other  means. 

Electronic  information  systems  that  fall  within  zbe 
scope  of  our  present  inquiry  have  two  common  features. 
First,  information  is  s^.ored  by  the  agency  (or  its  contractor) 
in  an  electronic  format  that  permits  access  to  data  through 
remote  terminals.     It  is  not  essential  tnat  the  data  be 
collected  elecrtonicaliy.    Second,  information  in  the  system 
is  public  information.    We  are  not  interested  at  this  time  in 
computer  systems  containing  information  that  is  not  in  the 
public  domain. 

Last  year,  I  placed  a  statement  in  the  Congressional 
Record  (March  14,  1984,  page  H16U)  detailing  many  of  the 
questions  surrounding  electronic  inforjiation  systems.  At 
that  time,  X  referred  to  the  subject  generally  as  "Electronic 
Filing".    But  after  spending  more  time  on  the  issus  realized 
that  the  filing  or  collection  side  was  only  one  piece  of  the 
puzzle.    That  is  why  rhe  title  of  today's  hearing  refers  to 
both  electronic  collection  and  dissemination. 

The  electronic  dissemination  of  oublic  information  raises 
a  series  of  information  policy  questions  that  we  generally 
already  know  how  to  answer  for  the  dissemination  of  documents 
on  paper  (  r  other  hard-copy  formats).     We  h?ve  been  distributing 
paper  documents  for  200  years,  and  the  problems  that  do  come 
up  tend  to  be  easily  solved  because  reproduction  of  paper 
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documents  is  lelatively  cheap,  reproduction  technology  is 
widely  available,   and  no  large  capital  expenditures  are 
required  in  order  to  copy  or  even  print  documents. 

The  use  of  computer  and  communications  technologies 
for  handling  information  is  much  more  complex.  Electronic 
systems  require  considerable  advanced  planning  and  sizeable 
capital  expenditures.    Providing  access  to  data  ie  no  longer 
as  simple  -^s  making  <x  copy  of  a  document.     A  user  will  need 
to  have  the  proper  hardware  and  software  in  order  to  access 
the  data.     User  fees  cannot  be  calculated  based  on  a  simple 
formula  such  as  10  cents  per  page. 

Once  electronic  data  systems  have  been  established, 
however,  they  offer  a  great  deal  of  flexibility.     Data  in  an 
electronic  data  base  can  be  readily  indexed,  abstracted, 
searched,  and  reformatted.     These  so-cailed  value-added 
services  increase  the  utility  of  a  data  base  and  permit  the 
creation  of  new  types  ot  information. 

The  issues  of  cost,   access,   and  fairness  raised  by  an 
electronic  data  system  become  more  complicated  as  the 
capabilities  of  the  system  increase.     When  an  agency  releases 
data  in  electronic  formats  to  others,  these  issues  are 
relatively  simple  to  address.     For  example,   the  Department  of 
Agriculture's  Electronic  Dissemination  of  Information  (edI) 
system  makes  perishable  agricultural  data  available  through  a 
private  vendor.     It  is  a  simple  distr ibvtion  system,  with  no 
collection  or  computational  capabilities.    The  Census  Bureau's 
CENDATA  system  is  comparable  in  many  respects. 
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More  complex  is  a  system  such  as  MEDLARS  (Medical 
Literature  Analysis  and  Retrieval  System)  which  Is  operated 
by  the  National  Llbrar/  of  Medicine.    MEDIARS  Is  not  just  a 
simple  Infornatlon  distribution  system.    MEDLARS  '.us  one  of 
the  first  large  computerized  data  bases,  ai.d  it  offers 
Interactive,  value-added,  computer  Sf  rch  services.     It  is 
availab^     -either  through  NLM  or  through  private  vendors. 
Some  of  the  costs  of  MEDLARS  are  paid  through  charges  to 
users  or  through  leasing  of  computer  tapes  to  private  venders. 
The  cost  of  developing  MEDLARS  was  borne  entirely  by  the 
federal  government. 

The  EDGAR  system  at  the  SEC  Is  even  more  <*mbltlous.  The 
SEC  wants  to  collect  Information  electronically  as  well  as 
dlssemliate  It.    The  SEC  Is  paying  for  the  development  of 
EDGAR'S  pilot  system,  but  It  wants  a  private  vendor  to  pay 
the  entire  cost  of  the  operational  system.    Users  of  the 
Information       other  than  the  SEC       are  expected  to  provide 
the  necessary  revenues. 

The  SEC* 8  approach  to  EDGAR  Is  understandable.  Federal 
funds  to  pay  the  more  than  $50  million  dollar  operating  costs 
are  not  readily  available.    Finding  other  users  of  an  electron 
Information  sysrei?  thf*-  might  be  willing  to  pay  the  costs  la 
a  very  attractive  idea.     This  is  especially  true  because  once 
a  computerized  system  has  been  created  for  Internal  use,  the 
marginal  cost  of  providing  interactive  services  to  additional 
users  Is  relatively  small. 
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It  lemalns  to  be  seen  whether  the  services  that  the  SEC 
wants  EDGAR  to  provide  will  laatch  the  Infontetlon  needs  of 
other  potential  users.     If  the  demands  of  the  SEC  and  the 
private  sector  do  not  match  sufficiently,  then  the  contractor 
for  EXAR  may  lose  a  lot  of  money. 

As  an  agency  entangles  Its  data  systems  and  Its  finances 
with  others  outside  the  government,  new  difficulties  arise. 
The  agency  mudt  confront  questions  about  the  prlvltlzlng  of 
government  functions,  preserving  fair  and  equal  accrss  to 
public  information,  the  rights  and  responslbll ties  of  contractors, 
possible  Information  monopolies,  and  competition  between  the 
government  and  the  rapidly  growing  Inforniatlon  Industry.  One 
very  Important  -  and  as  yet  unresolved  —  question  about 
EDGAR  is  whether  any  private  company  will  be  willing  to  Invest 
over  $50  million  m  it. 

Other  agencies  are  considering  Information  systems 
similar  ro  EC  JAR.    Perhaps  most  notable  Is  the  Automated 
Tariff  Filing  and  Information  (ATFI)  system  being  planned  by 
the  Federal  Maritime  Commission.    The  Patent  and  Trademark 
Office  is  also  In  the  middle  of  a  large-scale  automation  of 
its  patent  and  trademark  records.    We  will  be  looking  at 
these  systems  in  the  near  future. 

I  want  to  make  It  clear  at  the  start  that  I  am  neither 
for  nor  against  any  of  the  electronic  Information  systems 
that  we  win  be  discussing.     If  i  bring  arr/  preliminary 
cone  islons  to  the  hearing,  it  Is  that  each  agency  end  each 
Information  system  oust  be  judged  on  Its  own  needs,  operations, 
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and  hiatory.    A  system  that  works  well  for  one  agency  or  for 
one  Industry  night  be  inappropriate  for  another.    One  agency 
nay  be  able  to  justify  its  own  system  and  another  agency 
might  do  better  by  purchasing  an  existing  or  enhanced  data 
system  from  the  private  sector* 

A  major  consequence  ot  our  general  approach  in  these 
hearings  is  that  we  will  probably  spend  little  time  looking 
at  the  technical  questions  that  are  raised  by  electronic 
computer  and  communications  systems.    We  do  not  have  the 
expertise  necesaary  to  determine  if  the  systems  can  actually 
deliver  all  that  Is  promised,  whether  the  right  technology 
is  being  used,  or  if  there  is  adequate  security. 

Also,  I  an  aware  that  another  congressional  committee 
has  already  done  some  -ery  detailed  oversight  into  the  operation 
of  the  EDGAR  pilot  system  and  the  contracting  difficulties 
that  have  aiisen.    We  will  not  replow  that  ground  today.  We 
will  be     >ncentrating  our  attention  on  where  EDGAR  is  going 
rather  than  where  it  stands  today. 

Finally,  I  want  to  say  a  word  about  the  draft  0MB  Circular 
on  Management  of  Fedsral  Information  Resources.    The  draft 
contains  basic  information  policy  principles.    I  find  it  very 
difficult  to  evaluate  these  policies  In  the  abstract.  There 
Is  little  to  Indicate  how  these  policies  wovld  be  applied  by 
agencies  in  practice  or  what  specific  programs  would  be 
affected. 

Somebody  once  wrote  that,  before  building  a  wall,  he 
wanted  to  know  what  he  was  walling  ?n  and  what  he  was  walling 
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out.     I  think  that  sums  up  nry  attitude  toward  the  draft 
circular. 

Principles  are  nice,  but  the--  are  very  general  as  presented 
m  the  draft  circular.    I  «ant  to  know  whic,  specific  programs 
will  be  continued  and  which  will  be  teminated.    It  would  be 
eaay  to  use  the  principles  to  argue  for  or  against  any  existing 
information  activity.     I  hope  that  the  testiaony  today  wi.M 
help  us  to  understand  what  is  at  stake. 
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Mr.  Engush.  Without  objection,  the  opening  statements  of  Mr. 
Kindness  and  Mr.  MQler  wiU  be  inserted  in  the  record  at  this 

^^e  opening  statements  of  Mr.  Kindness  and  Mr.  Millei  follow:] 
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CONGRESSMAN  THOMAS  N.  KINDNESS  APRIL  29,  1985 

8TH  DISTRICT,  OHIO 

MR.  CHAIRMAN,  THE  ISSUES  HE  WILL  ADDRESS  TODAI  OF  ARE  OF  CONSIDERABLE 
IMPORTANCE  NOT  ONLY  TO  THE  FEDERAL  GOVERNMENT,  BUT  TO  THE  PUBLIC  AS  WELL. 
THE  MANNER  IN  MUCH  THE  GOVERNMENT  COLLECTS,  DISSEMINATES  AND  MANAGES 
INFORMATION  CAN  HAVE  A  PROFOUND  EtFFCT  ON  EVERT  CITIZEN.     FOR  THESE 
REASONS  VE  MUST  CONSIDER  CAREFULLI  AND  THOROUGHLT  THAT  VHICH  IS  PRESENTED 
TO  US  TODAY. 

AS  VE  ARE  ALL  AVARE,  OUR  SOCIETY  IS  RAPIDLT  MOVING  TOVARD  A  HIGHLY 
TECHNOLOGICAL  STANDARD  OF  OPERATION.     IT  SEEMS  THAT  ALMOST  ON  A  DAILY 
BASIS  VE  ARE  CONFRONTED  VITH  NEV  TECHNOLOGIES  VHICH  HAVE  CAPABILITIES  TO 
MAKE  DI«^FICULT  TASKS  SIMPLE.     VE  ARE  ALSO  INFORMED,  ALMOST  ON  A  DAILY 
BASIS.  THAT  THE  FEDERAL  GOVERNMENT  MUST  MAKE  USE  OF  THESE  TECHNOLOGIES  AND 
THAT  THE  PRIVATE  SECTOR  IS  FAR  AHEAD  OF  THE  GOVERNMENT  IN  THE  USES  OF 
STATE-OF-THE-ART  TECHNOLOGY. 

THERE  MAY  VELL  BE  SOME  MERIT  TO  THESE  STATEMENTS.     I  SUPPORT  THE  CONCEPT 
OF  INCREASING  GOVERNMENT  EFFICIENCY  THROUCH  GREATER  USE  OF  TECHNOLOGY.  I 
ALSO  SUPPORT  INCREASED  EFr ICIENCY  THROUGH         BETTER  NANAGENCNT  0. 
EXISTING  RESOURCES.     HOVEVER,  IN  CONSICIRING  THE  NEEDS  FOR  INCREASED  USAGE 
OF  ADVANCED  TECHNOLOGY  IN  GOVERNMENT,  THERE  AR£ ISSUES  TO  BE  ADDRESSED 
VHICH  OFTEN  DO  NOT  APPLY  IN  THE  PRIVATE  SECTOR.    THESE  ISSUES  Of  PUBLIC 
POLICY  MUST  BE  BASIC  TO  ANY  DECISION  VHICH  IS  HADE. 
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m  OUR  SCURTIMY  0'"  THE  SECURITY  AND  EXCHANGE  COMMISSION'S  PLANS  TO 
IMPLEMENT  ITS  ELECTRONIC  INFORMATION  SYSTEM,  WE  MUST  BE  ATTENTIVE  TO 
QUESTIONS  LIKE  THESE: 

-  IS  Tb.S  SYSTEM  REALLY  NECESSARY? 

-  HAS  THE  PILOT  SYSTEM  PROVEN  THAT  IT  IS  EVEN  VIABLE? 

-  WHO  WOULD  BE  BENEFITED  BY  THE  SYSTEM,  AND  WHO  WOULD  BE  HURT  BY  IT? 

—  WHAT  EFFECTS  WOULD  THIS  SYSTEM  HAVE  ON  THE  FINANCIAL  COMMUNITY,  AND  ON 
THOSE  INDUSTRIES  AND  CONCERNS  WHICH  SUPPORT  IT? 

—  HOW  WOULD  THIS  SYSTEM  AFFECT  CITIZEN  ACCESS  TO  SEC  DATA  UNDER  T 
FREEDOM  OF  INFORMATION  ACT? 

—  WHAT  CONTROLS  WOULD  THE  AGENCY  RETAIN  OVER  t-»E  SYSTEM? 

MR.  CHAIRMAN,   I  COMMEND  YOU  FOR  PURSUING  THIS  VERY  IMPORTANT  MATTER.  I 
JOIN  YOU  IN  WELCOMING  TODAY'S  ^^ITNESSES,  AND  I  LOOK  FORWARD  TO  HcARING 
THEIR  VIEWS. 
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opemuk:  statq<ent 

the  homosable  john  miller 

Mr.  Chalraan,  thank  yoi  for  requesting  this  hearing  today  on  lYe  eleitronlc 
collection  «,d  dl.se-lnatlon  of  Infon-tlon  by  Fede-al  agencies,  pardciarly  by 
the  Securities  .ad  Exch«,ge  Co«idsslon.    This  topic  Is  a  tl»ely  Uaue  as  the 
Federal  govenment  looks  for  waya  to  luprove  the  efficiency  of  Its  progr«„  and 
to  reduce  the  paperwork  oarden. 

While  co-puter  technologies  offer  gr.jat  potential  for  Fe.  y 
l-prove-ents  In  the  collection  and  dissemination  of  Information.   .  „„ber  of 
issues  should  be  resolved  be'cre  the  Federal  govern«nt  proceed,  with  full 
scale  automation.    Questions  concerning  the  fln«,clal  arrangements  for  t».e 
aytem,  the  rel.tlonshlp  between  the  agency  and  contractor,  «,d  the  flow  of  this 
Information  to  the  public  should  be  carefully  examined  today  and  in  future 
Subcotnlttee  hearings. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  consider  these  Issuer  today 
and  I  look  forward  to  hearing  the  testimony  of  our  witnesses. 
Thank  you. 
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Mr.  English.  We  have  as  our  first  witness  Mr.  John  S.R.  Shad, 
Chairman  of  the  Securities  and  Exchange  Commission. 
Mr.  Shad,  please  introduce  those  people  with  you. 

STATEMENT  OP  JOHN  S.R  SHAD,  CHAIRMAN,  SECURITIES  AND 
EXCHANGE  COMMISSION,  ACCOMPANIED  BY  KENNETH  A. 
POGASHt  DEPUTY  EXECUTIVE  DIRECTOR.  AND  AMY  L.  GOOD- 
MAN,  ASSOCIATE  DIRECTOR.  DIVISION  OP  CORPORATE 
NANCE 

Mr.  Shad.  I  hope  you  will  bear  with  me.  I  have  a  bad  cold.  I  am 
going  to  try  to  enunciate  rlearly. 

Mr.  English.  I  had  one  of  those  3  weeks  ago.  I  know  what  you 
are  going  through. 

Mr.  Shad.  With  me  is  Kenneth  Fogash,  Deputy  Executive  Direc- 
tor of  the  SEC;  and  Amy  Goodman,  Associate  Director  of  the  Divi- 
sion of  Corporate  Finance,  which  is  the  principal  user,  initially 
within  the  SEC,  of  the  EDGAR  system. 

I  appreciate  this  opportunity  to  testify  concerning  EDGAR, 
which,  as  you  have  indicated,  is  the  Securities  and  Escchange  Com- 
mission's electronic  disclosure  system.  It  is  requested  that  the  Com- 
mission's written  statement  be  included  in  the  record. 

Mr.  English.  Yes,  sir. 

Mr.  Shad.  The  SEC's  mandate  is  investor  protection  and  the 
maintenance  of  fair  and  orderly  markets.  The  securities  laws  re- 
quir«»  companies  that  wish  to  raise  money  from  the  public  and 
the  At  publicly  trade  securities  to  make  timely,  public  disclo- 
sur  financial  and  other  information.  There  have  oeen  no  fun- 
dam^  -cal  improvements  in  the  manner  in  which  such  information 
is  filed  with  the  SEC  or  publicly  disseminated  since  the  securities 
laws  were  enacted  half  a  century  ago. 

EDC;AR  is  intended  to  accelerate  drematicallj  the  filing,  process- 
ing, dissemination,  and  analysis  of  corporate  infer  lation,  and  in- 
crease the  efficiency  and  fairness  of  the  securities  markets.  As  cor- 
porate information  is  filed  with  the  commission,  investors,  security 
analysts  and  others  will  have  instant  access  to  it  on  home  and 
office  computer  screens.  A  single  filing  with  the  SEC  will  also  serve 
the  50-State  securities  commissions,  the  securities  exchanges,  and 
other  self-regulatory  organizations. 

EDGAR  will  enable  the  Commission's  staff  to  process  much  more 
efficiently  the  mounting  volume  of  documents  filed  annually— 
about  6  million  pages  this  year,  and  rising  every  year.  It  will  also 
save  the  10,000  publicly-owned  corporations,  investors  and  others 
time  and  expense  by  eliminating  the  frequent  need  to  transfer  data 
manually  from  one  format  to  another. 

Full-scale  implementation  of  EDGAR  is  intended  to  coordinate 
with  the  rapid  growth  of  home  computers  ftt)m  over  16  million 
today  to  twice  that  many  in  less  than  5  years.  Two  years  ago,  in 
February  1983.  I  formed  a  staff  task  force  to  study  means  of  in- 
creasing Commission  productivity  and  the  feasibility  of  an  electron- 
ic filing  system.  ^^«M[<^in(^\n{AJS^^^  with  electronic 
hard  and  software^pWw'fliaThe  Mitre  Corp.,  which  is  assisting 
the  Patent  and  Trademark  OfFce  in  a  several  hundred  million 
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dollar  electronic  data  procewing  project.  The  FBI  was  also  consult- 
ed^nceming  the  security  of  such  a  system.  wiiwuiv- 
Once  Mtisfied  that  electronic  disclosuie  systems  were  feasible 

tTtiiJSSSld^^fflo^.""^**  '  "P*-**-  *o 

VT^i^^  bids  were  soUcited  for  the  development  of  the 
,?5^^J?K  °'  T^"^-  ''^^  a'^arded  to  a  team  consist 

ing  of  Arthur  Andersen  &  Co.,  IBM,  and  Dow  Jones  &  Co.  The  rtl^ 
gstem^accepted  its  first  electronic  filing  on  schedule  onSepteSr 

Over  ttie  past  7  months,  the  results  have  been  excellent.  The  150 

n^S^^f"^,^^^^^  ^       P"°*  fro™  AT&T,  Exxon, 

anJother  nuyor  industrial,  utility  ai^d  finan- 
cial corporations  to  smaU  companies,  and  even  limited  oait^- 
ships.  Participants  have  filed  ov^documSte  d^^o!S^fl 
phone  hnes,  on  diskettes,  and  magnetic  tapes  "^^^  «»*®- 
I  would  like  to  emphasize.  Chairman  Sglish,  in  terms  of  the 
oompitibihty  of  the  System  with  other  sySSms,  that  JS^  3  Se 
unique  features  of  EDGAR  is  that  it  is  SpaMe  ofretSdiS  d^ 
kettes  prepared  on  86  different  word  pn)ceJ»rB  or  ^iJcomi 
f^n^STf^  ^  information  over  the  tSlephSne  U^m 

different  types  of  communications  equipment^  so  that  it 

f*i1&L'*°^'^^^,****P*^^«  «y«*e°»'  and  etfectively  could^r- 
ate  intergovernmentaUy  as  well  as  with  the  t«gistranti  of  the  1^ 
Pubhc  acc^  to  the  pUot  filings  is  availableSSough  tSmSii 
pi^S^i°°P  WasWonTaiicago,  and  New  Tpork  pubhTre" 
n^^f  9^^-  Co°»P"te«-8enerated  microfiche  at«  produced  over- 
nirfit— 2  to  3  weeks  faster  tiian  for  paper  filings. 

"®  the  documents  are  available 

uwtemtiy  at  computer  work  stations,  as  are  external  data  iK 

i^P®*^*®  ~°»JPl«*  accounting  mat^ 

4f  ^^"^  «f  ir^'  ^^"^  expiates  responses  to  registraite 
The  benefite  to  compumes  are  tiiat  it  accele.-ates  tfieir  access  to 
Sv«SSSi^Ar'*'^,lf"'^  *f  dissemination  of  ^3!  SfomS  S 
I^A^!^?n^'-  fee  payment  capabilities  are  included, 

S^ti^'dS""     expenmenting  witii  image  processing  and 

commissions-California,  Georeia  and  Wis- 
m^^r?^  '^f^  participating  in  the  EDGAR  pilot.  The  CoS 

i!L£!"°°®®**"i  "^^^  *o  Pha«">«  in  aU  10,000  SEC  reg- 

istrants between  next  year,  1986,  and  tiie  md  of  1988.  ^ 

„<.rr!i  '^"d  *o  financing  the  operational  system,  for  the  past  17 
TO  and  microfiche  copies  of  SEC  filiigs  have  been  £SemL 
nated  to  the  public  by  a  private  vendor  under  a  n(Hsoet  contort 
l^t^'^U^iZ^^  microfich^^dXSiS 
J£Sb?the  SSo^  P"'^'  "^^'^  "  "^^^  '''^'''^  »"P«^- 
The  CpmptrpUer  General  has  ruled  favorably  on  such  arramre- 
mente.  Examples  include  tfie  EPA  and  other  agencies.  stenoS^^ 
reportiM  and  dissemination  services.  sienograpmc 

souS  offtSrf^ EDGAR  operational  system  ara  the 
source  of  funds  and  tiie  cost  recovery.  Sources  of  funds  include  ap- 
propnations  and  user  fees.  If  appropriations  were  used,  it  would 
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amount  to  an  estimated  $18.7  million  in  1987  and  an  additional  $40 
million  over  the  following  4  years. 

In  view  of  budgetary  constraints,  the  SEC's  favorable  experience 
with  its  present  system  and  other  precedents,  user  fees  appear  to 
be  an  appropriate  approach.  Such  fees  could  be  structured  to  in- 
clude or  exclude  various  costs. 

Under  a  cost-sharing  contract,  the  operational  contractor  might 
recover  its  investment  through  bulk  sales  of  the  data  to  others  at 
rates  regulated  by  the  Commission.  A  contractor  might  also  sell 
value-added  services  in  competition  with  others. 

In  order  to  refine  these  issues,  in  June  the  SEC  staff  plans  to 
submit  to  the  Commission  for  approval  and  public  release  a  preso- 
licitation  document  which  will  include  the  information  normally 
provided  in  formal  requests  for  proposals.  The  formal  requests  will 
be  published  in  the  fall. 

In  conjunction  with  auxiliary  services,  the  operational  EDGAR 
system  will  enable  investors,  for  example,  to  display  all  the  listed 
stocks  that  closed  yesterday  at  less  than  seven  times  earnings,  that 
yield  over  6  percent;  instantly  refine  such  lists  by  industry  size, 
markets,  and  other  criteria;  display  the  latest  SEC  filings,  annual 
and  quarterly  reports  of  those  companies  that  appear  to  be  under- 
valued; retain  their  portfolios  in  their  data  banks,  and  price  them 
to  the  market  at  any  time;  maintain  running  totals  of  their  divi- 
dends, realized  and  unrealized  capital  gains  and  losses;  and  enter 
orders  with  their  brokers  directly  on  their  own  computer  terminals 
and  receive  confirmations. 

Telecommunications  technology  has  dramatically  improved  the 
domestic  and  international  securities  markets.  It  has  permitted 
global  trading  in  so-called  world  class  securities,  high-speed  elec- 
tronic execution  and  confirmation  of  the  record  volume  of  security 
transactions  and  financings,  and  savings  of  over  $350  million  per 
annum  through  the  use  of  electronic  book  entry  delivery  systems. 

EDGAR  is  the  next  step.  It  will  revolutionize  the  manner  in 
which  many  investment  decisions  are  made  and  executed,  acceler- 
ate corporations'  access  to  the  capital  markets,  and  increase  the  ef- 
ficiency and  the  fairness  of  such  markets. 

Thank  you. 

[The  prepared  statement  of  Mr.  Shad  follows:] 
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STATEMENT  OF  THE  HONORABLE  JOHN  S.R.  SHAD, 
CHAIRMAN,  SECURITIES  AND  EXCHANGE  COMMISSION, 

BEFORE  THE 
SUBCOMMITTEE  ON  GOVERNMENT  INFOJIMATION , 
JUSTICE,  AUD  AGRICULTURE 
OP  THE  HOUSE  COMMITTEE  ON  GOVERNMENT  OPERATIONS 


CONCERNING  EDGAR 


April  29,  1985 
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STATRHZNT  OF  THE  HONORABLE  JOHN  S.R.  SHAD, 
CHAIRMAN r  bECURITIES  AND  EXCHANGE  COMMISSION, 
BEFORE  THE  SUBCOMMITTEE  ON  GOVERNMENT  INFORMATION, 
JUSTICE,  AND  AGR  .JLTURE  OF  THE  HOUSE 
COMMITTEE  ON  GOVERNMENT  OPERATIWTS  CONCERNING  EDGAR 

April  29,  1985 

Chairman  English  and  Members  of  the  Subcommittee: 

I,  introduction 

This  statement  discusses  Edgar  —  the  Commissi     's  electronic 
disclosure  system  —  and  issues  related  to  the  ele.  .onic  coilec- 
ti.  n,  processirig  and  dissemination  of  corporate  information. 
Edgar  is  intended  to  increase  the  efficiency  and  fairness  of  the 
securities  markets  by  accelerating  dramatically  the  filing, 
processing,  dissemination  and  analysis  of  corporate  information. 
AS  such  information  is  filed  with  the  Commission,  Edgar  will 
afford  investors,  securities  analysts  and  others  instant 
access  to  the  information  on  home  and  office  computer  screens. 

Edgar  has  the  potential  to  revolutionize  the  manner  in  which 
investment  decisions  are  made  and  executed.  1/ 

Telecommunication  technology  has  enabled  the  securities 
industry  to  move  from  20  to  100  million  share  trading  d^ys 
without  incident  and  to  accommodate  global  tradJng  in  so-called 
•world  class-  securities.  However,  the  filing  and  dissemination 
of  corporate  information  has  not  changed  significantly  in 


1/    N.Y.  Times,  Sept.  25,  1984,  at  D-l j  Time,  Oct       '  J^^J; 

60.    see  also,  Ipsen,  -Th.  ^daar  Revolution,-  Institutional 
invest5F,'^9  8,  100  (Sept.  l9d4L     (A  copy  of  the  latter 
article  is  contain^»d  in  Appendix  A.) 
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50  years.    Thus,  Edgar  it  tha  next  step  in  the  application 
of  talecoimunlcatlons  technology  to  the  aecurltles  narkets. 
The  reasons  for  Edgar  a ret 

•  To  Increase  the  efficiency  and  fairness  of  the  securities 
markets  by  affording  Investors,  securities  analysts  and  others 
Instant  access  to  corporate  Infomatlon. 

•  To  accelerate  co<,porat Ions'  access  to  the  capital  markets 
and  the  dissemination  of  Information  to  Investors. 

•  To  enhance  the  Commission's  ability  to  protect  Investors 
and  maintain  fair  and  orderly  markets. 

•  TO  enhance  the  state  securities  commissions*  regulatory 
activities  and  the  self -regulatory  organizations*  .arketplace 
surveillance  capabilities. 

•  To  accelerate  the  Commission  staff's  ability  to  process 
and  analyse  coxporate  flings  more  efficiently  at  computer  work 
stations. 

•  To  reduce  errors  and  other  costs  by  eliminating  the  frequent 
need  to  transfer  data  manually  from  one  format  to  another. 

II •    Development  of  Bd^ar 

The  Commission  was  created  to  administer  the  federal 
securities  laws  which  seek  to  provide  protection  for  Investors, 
In  large  part,  through  the  full  disclosure  of  the  information 
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necessaty  to  petmit  infoiined  investment  decisions.  2/  These 
laws  lequiie  companies  that  wish  to  raise  money  ftom  the  public 
and  those  that  have  publicly  traded  secuiitles  to  make  public 
disciosutes  of  financial  and  other  information. 

Cuttently,  corporate  disclosure  documents  are  prepared, 
typed  and  proofread  at  corporate  headquarters  and  law  firms; 
delivered  to  financial  printers;  printed,  proofed  and  reproduced 
on  paper;  and  shipped  to  the  Commission,  underwriters  and  others 
in  bulk  quantities.    At  the  Commission,  they  are  logged-ln, 
mictofiched,  reviewed  and  made  available  to  the  public.  Including 
ptivate  vendors  and  others  that  manually  key  some  of  the  Informa- 
tion into  computerized  data  bases  to  facilitate  analysis  and 
recall.    Such  filing  ^nd  dissemination  typically  takes  30  to 
90  days  and  requires  manual  handling  of  the  six  million  pages 
received  by  the  Commission  each  year. 

Under  Edgar,  the  information  can  be  prepared,  proofed 
and  electronically  transmitted  directly  from  the  preparer's 
woid  processor  or  computer  Into  the  Commission's  computer 
where  it  will  be  Instantly  accessible  to  users*    It  will  not 
have  to  be  manually  keyed  Into  computer  data  bases  for  analysis 
and  recall.    Thus,  Edgar  Is  Intended  to  reduce  the  present 


2/    These  laws  are  the  Securities  Act  of  1933,  the  Securities 
"     Exchange  Act  of  1934,  the  Public  Utility  Hoidlng  Company 
Act  of  1935,  the  Trust  Indenture  ' -t  of  1939,  the 
Investment  Company  Act  of  1940,         the  Investment 
Advisers  Act  of  1940.  In  addition,  the  Commission  has 
responsibilities  under  the  fed'jral  bankruptcy  laws* 


29 


23 


30  to  90  day  process  to  a  few  days,  reduce  errors  and  increase 
the  effective  utilization  of  the  Information. 

Full  scale  Implementation  of  Edgar  Is  also  ir  ended  to 
coordinate  with  the  rapid  growth  of  home  computers,  from  over 
sixteen  million  today  to  twice  that  many  In  le'^s  than  five 
years.  V 

work  on  the  Edgar  project  has  been  under  way  at  the 
Commission  for  more  than  two  years.     In  February  1983,  the 
Chairman  formed  a  task  force  of  key  Commission  personnel  to 
study  means  of  Increasing  Commission  productivity  and  the 
feasibility  of  an  electronic  filing  system.    Advanced  tele- 
communications technology  Is  being  employed  throughout  the 
securities  Industry,  but  the  means  of  disseminating  Information 
under  the  federal  securities  laws  have  not  changed  significantly 
In  the  SO  years  since  their  passage. 

To  gather  additional  Information  on  the  feasibility  of  an 
electronic  system.  In  April  1983,  the  Commission  published  a 
"Sources  Sought"  release  for  an  experiments  "paperless" 
electronic  filing,  storage  and  retrieval  system.  4/  over 
twenty  written  responses  were  received.    Meetings  were  held 


3/    Estimates  provided  to  the  Commlsslo..  staff  by  i^uture  Comput- 
ing. Richardson,  Texas,  a  market  research  firm. 

4/    Commerct.  Business  Dally,  April  7,  1983.    The  Commerce 
Business  l>cUy,  a  publication  of  the  U.S.  Department  of 
Commerce,  publishes  notices  of  procurements  that  are  to  be 
let  and  notlceb  of  awards  that  have  been  made. 
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with  interested  vendors.     It  was  concluded  that  a  number  of 
significant  questions  needed  to  be  explored,  but  that  a  paper- 
less filing  system  was  technically  feasible, 

in  September  1983,  the  MITRE  Corporation  was  engaged  to 
assist  in  the  analysis,    MITRE  is  a  private  not-for-profit 
organization  that  operates  under  the  rules  of  a  Federally 
Funoed  Research  and  Development  Center,    MITRE  was  assisting 
the  U,S,  Patent  and  Trademark  Office  on  a  several  hundred 
million  dollar  computerized  patent  library.    The  knowledge 
gained  from  that  project  was  readily  transferable  to  Edgar. 
The  FBI  also  was  consulted  on  security  considerations, 

once  satistied  that  an  electronic  disclosure  system 
was  feasible,  using  existing  technology  and  hardware,  the 
Chairman  requested  that  the  staff  Initiate  a  pilot  operation 
to  test  various  approaches  and  technology.     By  November  1983, 
the  staff  had  developed  the  configuration  of  the  pilot  Edgar 
system  ("Pilot"),     In  January  1984,  bids  were  solicited.  On- 
site  inspections  and  interviews  were  conducted  by  the  rommlcslon 
st'ff  with  the  four  bidders.     In  M^y  1984,  a  contract  for 
development  and  operation  of  a  two-year  Pilot  was  awarded  to  a 
team  consisting  of  Arthur  Andersen  and  Company,  international 
Business  Machines  ("IBM")  and  Dow  Jones  and  Company,  The 
Commission's  Office  of  the  General  Counsel  has  reviewed  the 
procurement  record  and  confirmed  that  It  was  In  accordance  with 
applicable  law  and  procurement  regulations. 
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Th«  Pilot  accepted  its  first  electronic  filing  on 
September  24,  1984,  on  schedule.    The  lesults  have  been 
positive  and  virtually  trouble-free* 

III.    The  Edgar  Pilot 

A.    Volunteer  Cowpanies 


In  developing  the  pilot  Edgar  system,  it  was  dater.nined 


••hat  the  Pilot  would  begin  with  the  filings  of  a  small  number 
of  volunteer  companies.  Additional  volunteers  would  be  added 
over  the  two-year  life  of  the  Pilot. 

TO  obtain  indications  of  interest  in  participating  in 
the  Pilot,  the  Commission  published  a  release  in  March  1984, 
discussing  the  system,  5/    It  requested  th;»-  interested  companies 
complete  a  questionnaire  and  it  invited  comments  from  securities 
analysts,  other  potential  users,  registrants  and  others  regarding 
estimated  benefits  and  costs  of  the  system,  and  how  the  informa- 
tion would  be  used,    over  300  completed  questionnaires  were 
received.     The  sta^f  contacted  interested  companies  in  August 
1984,  and  discussed  the  mechanics  of  participating  in  the  Pilot. 

Of  the  150  companies  that  have  agreed  to  participate  in 
the  Pilot,  134  have  already  made  filings.    They  represent  a 
broad  cross-section  of  registrants,  ranging  from  AT4T,  Exxon, 


5/    Release  No.   33-6519  (March  22,  1984)   [49  Fed.  Reg.  12,7071, 
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General  Motors,  IBM  and  other  major  Industrial,  utility  and 
financial  corporations  to  small  companies  and  limited 
partnerships. 

B.    Temporary  Rules 

To  facilitate  operation  of  the  Pilot,  the  Commission 
adopted  temporary  rules  that  adjust  certain  procedural  regula- 
tions. 6/    They  address  such  matters  as  signatures,  exhibits  and 
filing  fees.     With  respect  to  signatures  for  direct  transmission 
filings,  it  was  determined  to  use  personal  identification 
numbers  <PINs)  on  a  pilot  basis.    Alternative  methods  of  handllm 
signatures  in  an  electronic  environment  are  under  development. 
A  new  form.  Form  SE,  was  adopted  to  permit  the  filing  of  paper 
exhibits  If  it  is  impracticable  to  concert  them  to  an  eleccronlc 
format.    The  Comm.onon  also  developed  a  procedure  whereby  fees 
for  Edgar  direct  transmission  filers  are  paid  by  wire  transfer 
or  by  mail  to  a  lock  box.  7/    in  addition,  the  commission 
authorized  the  sto^f  to  issue  a  set  of  directions  for  Edgar 
filers  that  spells  out  technical  procedures  for  making  electron! 
filings.    These  directions  to  fliers  are  contained  in  an  Edgar 
user  Manual  that  contains  guidance  on  how  to  use  the  system. 


6/  Release  No.  33-6539  (June  27,  1984)  [49  Fed.  Reg.  28,0441. 
7/    Release  No.  33-6540  (June  27,  1984)   149  Fetf.  Reg.  27.3061. 
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It  Includes  alnple  foiwattlng  requirements,  which  the  staff 
has  attempted  to  ;<eep  to  a  mlnlmun.    The  User  Manual  is 
provided  to  all  participants,  to  law  and  accounting  firms 
and  tc  financial  printers,     it  is  updated  as  experience  is 
gained  in  the  Pilot. 

C.    Experience  with  the  Pilot 

The  Commission's  experience  with  the  Pilot  and  that  of 
the  volunteer  companies  has  been  highly  successful,     since  the 
first  filing,  on  September  24,  1984,  the  Commission  has  received, 
through  April  19,  1985,  844  filings. 

Filings  are  accepted  in  three  different  electronic  media: 
(1)  direct  transmissions  over  telephone  lines  or  two  public 
netwoiks  using  a  numbet  of  different  communication  protocols 
(47  percent);  (2)  diskettes  prepared  on  over  eighty-five  different 
types  of  wotd  processors  or  personal  computers  (49  percent) 7 
and  (3)  magnetic  tapes  (4  percent).    The  aim  of  accepting  this 
wide  variety  of  media  is  to  keep  the  cost  of  participation  low 
to  registrants  by  perroitting  them  to  use  their  existing  equip- 
ment.    Although  this  was  one  of  the  most  l-e  anically  difficult 
aspects  of  developing  the  system,  it  has  worked  very  well 
in  practice. 
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Some  pilot  participants  are  taking  advantage  of  the  Pilot 
to  test  all  permitted  media  —  diskettes,  magnetic  tapes  and 
several  types  of  direct  transmissions «  both  direct  and  through 
financial  printers,  to  determine  which  works  best  for  them. 
The  staff  is  also  working  closely  with  the  financial  printing 
industry  to  ensure  smooth  electronic  submission  of  documents 
directly  from  printers. 

under  the  Pilot,  as  will  be  the  case  in  the  operational 
system,  the  contractor  manages  the  receipt  function  under  the 
'Supervision  and  direction  of  commission  staff.    The  contractor 
does  not  exercite  discretion.    Decisions  to  accept  or  reject 
filings  are  made  by  Commission  personnel ,  as  is  the  case  with 
paper  filings. 

Electronic  dissemination  to  the  public  under  the  Pilot  is 
through  computer  terminals  in  the  Commission's  Public  Reference 
Rooms  in  Washington.  Chicago  and  New  York  City,  and  the  Press 
Room  in  Washington.  In  addition,  computer  generated  microfiche 
is  produced  overnight  so  ♦•hat  dissemination  is  made  in  the  same 
manner  as  paper  filings.  However,  the  microfiche  of  electronic 
filings  is  produced  14  to  20  days  faster  than  for  paper  filings. 

'ihe  electronic  filings  are  processed  by  a  new  Pilot  Branch 
in  the  Division  of  Corporation  Finance,  staffed  by  experienced 
Commission  personnel  who  volunteered  to  work  on  the  Pilot  and 
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are  actively  involved  in  Its  development.    These  staff  members 
process  the  filings  at  computer  work  stations  that  permit 
instant  access  to  external  legal,  accounting  and  other  data 
bases,  word  processing  and  spreadsheet  capabilities. 

The  same  criteria  for  review  are  applied  to  both  electronic 
and  paper  filings,  but  it  is  easier  and  faster  to  review  Edgar 
filings.    The  Instant  availability  of  filings  and  external 
data  bases  at  the  work  stations  expedites  revie^..     Edgar  also 
facilitates  the  management  of  resources  by  automating  workload 
statistics  and  other  management  Information. 

The  benefits  to  participating  companies  are  that  their 
filings  are  received,  reviewed  and  commented  upon  faster.  For 
example.  General  Motors  Acceptance  Corporation,  which  is  one 
of  the  most  frequent  Edgar  filers,  has  indicated  that  Edgar  has 
enabled  them  to  respond  more  rapidly  to  changing  market  condi- 
tions, and  get  to  the  market  faster. 

The  Pilot  is  being  enhanced  continuously  in  a  phased 
approach.    Most  recently,  Internal  and  external  electronic  mail 
capabilities  were  added.    The  latter  will  accelerate  the  comment 
process.     Future  additions  include  the  ability  to  do  full  text 
searches  of  the  filed  information,    work  is  also  under  way  on 
the  indexing  of  financial  statements  to  permit  quick  retrieval 
of  individual  line  items  and  analysis  of  the  data.     This  will 
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assist  in  the  creation  of  financial  profiles  and  ratios  useful 
to  both  the  Commission  and  the  investing  public. 

Steps  are  also  being  taken  to  Include  the  state  securities 
administrators,  the  securities  exchanges  and  the  National 
Association  of  Securities  Dealers  ("NASD")  In  the  Edgar  system. 
The  North  American  Securities  Administrators  Association 
("NASAA")  8/  adopted  a  resolution  In  support  of  Edgar  In  September 

1984,  and  chose  three  states,  California,  Georgia  and  Wisconsin, 
to  participate  In  the  Pilot.    These  states*  access  to  pilot 
filings  in  their  respective  offices,  began  on  February  15, 

1985.  Discussions  also  have  been  held  with  the  exchnnges  and 
the  NASD  regarding  their  access  to  the  data  to  ensure  that 
Edgar  meets  their  needs.     In  the  operational  system,  a  single 
filing  with  the  Commission  will  suffice  for  all  the  states,  the 
exchanges  and  the  NASD.     This  will  reduce  the  cost  of  financings, 
accelerate  the  dissemination  of  Information  and  enhance  investor 
protections. 

IV.     Expansion  of  Edgar  to  Other  Parts  of  the  Commission 

In  preparation  for  the  Issuance  of  the  request  for 
proposals  for  the  operational  Edgar  system,  demonstration 
projects  are  being  conducted  In  headquarter  Divisions  and 

8/    NASAA  is  an  association  of  securities  administrators  from 
each  of  the  50  states,  the  District  of  Columbia,  Puerto 
Rico,  the  Canadian  provinces  and  territories,  and  Mexico. 
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Offices  and  regional  offices.    Some  of  these  projects  also 
expand  raictccomputer  applications  that  have  been  used  by  the 
Coraraission  for  several  yeats.    A  small  number  of  computet  work 
stations  ate  being  used  to  test  various  cutoroation  methods  in 
each  ptcject. 

These  projects  include:     (1)  the  Division  of  Enfoicement's 
use  of  computer  wo.k  stations  to  support  investigations, 
including  spreadsheets  to  analyze  trading  patterns,  markups 
and  markdowns;   (2)  the  Ditectorate  of  Economic  and  Policy 
Analysis' s  expet imentation  with  moving  information  from  the 
Commission's  mainftame  computer  to  computer  wotk  stations  so 
that  complicated  statistical  analysis  can  be  performed  without 
tying  up  -he  mainftame;   (3)  the  use  by  the  Division  of  Investment 
Management,  in  conjunction  with  the  Washington  Regional  Office, 
of  woik  stations  to  review  investment  company  and  adviser 
inspection  teports,  ptepared  on  portable  computers  by  the 
tegional  office  and  transmitted  electronically  to  the  Division; 
and  (4)  the  Chicago  Regional  Office's  use  of  computer  work 
stations  to  suppott  investigations  and  its  plan  to  test  the 
receipt  and  ptoceasing  of  Form  S-lSs,  a  simplified  registtation 
fotm  for  small  issuers. 

In  addition,  a  test  is  being  conducted  In  which  the  office 
responsible  foi  cootdinat^ng  the  Freedom  of  Information 
Ace  ("FOIA")  has  wotk  stations  electtonically  linked  to  the 
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principal  program  offices  Involved  In  POIA  responses.  Upon 
receiving  the  initial  request,  a  notice  is  IwtedJately 
ttansmitted  to  the  apptopriate  reviewer.    In  the  case  of 
multiple  reviewers,  simultaneous  transmission  is  accomplished 
includljig  the  regional  offices.    The  request  is  also  logged 
Into  anjelectronic  data  base  for  tracking.    Any  background 
information  needed  for  the  review  is  ordered  electronically. 
Savings  ate  already  being  realiaed  in  processing  time  and 
expenses. 

Another  aspect  of  the  demonstration  projects  is  experi' 
ments  with  a  variety  of  optical  character  recognition  devices 
The  a  demonstration  projects  will  help  develop  the  specifica- 
tions for  the  request  for  ptoposals. 

V.    Operational  Edgar 

Based  on  its  positive  experience  with  the  Pilot,  the 
Commission  is  moving  foivard  with  plans  for  a  fully  opera- 
tlona^  Edgar  system  that  will  involve  nearly  all  Commission 
Divisions  and  encompass  all  required  filings.     In  addition 
to  expanding  electronic  receipt  and  internal  processing 
capabilities,  the  operational  system  will  offer  widespread, 
instantaneous  electronic  dissemination. 
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A.  Financing 

Since  1968,  the  Commission's  dissemination  to  the  public 
of  paper  and  microfiche  copies  of  filings  has  been  efficiently 
operated  under  a  no-cost  contract  with  a  private  vendor.  This 
arrangement,  which  has  been  in  place  for  seventeen  years, 
currently  provides  the  Commission  with  four  sets  of  microfiche, 
including  anWchival  set,  in  return  for  providing  the  vendor 
with  an  original  of  most  filings  the  Commission  receives.  9/ 
The  vesting  in  a  contractor  by  the  government  of  control  over 
the  dissemination  of  information  is  a  long  accepted  practice, 
as  evidenced  by  contracts  for  stenographic  reporting  services 
which  are  structured  to  grant  to  contractors  the  exclusive 
right  to  sell  their  products  directly  to  the  public.  10/  m 
addition,  other  government  agencies  use  outside  contractors  to 
conduct  their  dissemination  function.  11/    The  Commission's 
Office  of  the  General  Counsel  has  carefully  researched  this 
area  and  concluded  that  such  arrangements  are  legally  sound.  12/ 


9/      In  addition  to  this  basic  service,  the  vendor  offers 
the  public  additional  services,  including  toll  free 
numbers,  billing  upon  delivery,  and  expedited  24-hour 
service,  which  substani.ially  increased  availability  of 
these  documents  to  the  public. 

10/    See,  e.g.  ,  7  Comp.  Oen.  810  (1928). 

ii/    I"  Matter  of  Retention  of  Fees  Received  by  EPA  Contractors 

Providing  Information  Services  to  the  Public,  Como.  Gen  

Dec.  B-166506,  Oct.  20,  1975. 

12/    Office  of  the  General  Counsel  Opinion,  March  12,  1985, 
Appendix  B. 
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Two  facets  of  the  issue  of  flnanciciy  the  operational 
systeip  aret     (1)  the  sources  of  /evenue  to  finance  the  system, 
and  (2)  whether  cost  rocovery  Is  appropriate. 

The  alternative  sources  of  revenues  Include:     (1)  npropristed 
fundSr  (2)  filer  fees,  and  (3)  user  fees.    Appropriated  funds 
present  an  obstacle  in  view  of  the  serious  budgetary  constraints 
facing  all  agencies.    If  appropriations  were  required  to  finance 
the  operatlo.ial  system,  the  estimated  requirements  would  be 
$18.7  million  in  fiscal  year  1987  ai.j  an  additional  $40  million 
over  the  following  four  years*    Convinced  of  the  d'   a-s  economic 
value,  the  financing  precedent  of  the  current  dissemination 
system,  and  the  belief  that  the  system  offers  su^>stantlal 
benefits  to  both  tilers  and  investors  alike,  it  initially  was 
determined  that  a  form  of  user  Lees  is  the  most  desirable. 

Filers  already  make  a  significant  contribution  throMgh 
existing  fees.    Registration  feer  amounted  to  $68  million 
and  $60.1  million  In  fiscal  1983  and  1984,  respectively.  In 
addition,  the  Commission  exercises  no  control  ove    these  fees, 
which  are  a  function  of  the  volume  of  filings  and  are  remitted 
to  tiio  Utiited  States  Treasury. 

End  users  of  tha  data  will  be  the  primary  beneficiaries 
of  the  operational  system.    They  are  therefore  an  appropriate 
source  of  the  fi^nding.    Again,  the  present  dissemination 
system  is  financed  by  user  fees. 
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The  issue  of  cost  recovery  in  the  operational  system 
depends,  in  part,  upon  the  revenue  source  selected,  if 
appropriated  funds  are  used  to  construct  the  operational 
system,  a  „ide  range  of  cost  recovery  options  is  available 
Depending  upon  the  objectives  to  be  served,  the  ultimate  pric. 
of  the  disseminated  information  could  be  structured  to  include 
or  exclude  various  costs  of  the  system. 

TO  obtain  public  input  on  these  issues,  the  Commission, 
on  September  5,  1984,  issued  a  release  requesting  comment  on 
approaches  to  managing  and  financing  the  operational  contract. 
The  r3lea8e  noted:     (1)  the  Commission's  information  dissemina- 
tion ..andates,  (2)  the  contractor's  adequate  cost  recovery; 
(3)  the  maintenance  of  competition,  and  (4)  at  the  completion 
of  the  contract,  the  ability  Lo  recompete  and  replace  the 
contractor,     it  emphasized  the  Commission's  concern  that  a 
balance  be  struck  that  permits  the  contractor  to  recover  its 
investment  ,nd  operating  expenses  and  earn  a  reasonable  profit 
le.el,  while  at  -he  same  time  ensuring  that  there  are  no  anti- 
competitive biases  in  the  rate  structure.     In  tnls  regard, 
the  Cominission  inquired  as  to: 

how  the  contractor  would  be  required  to  provide 
the  information  to  other  vendors; 


13/     Release  No.   33-6548   (Sept.   5,  1984)    [49  Fed.  Reg.  35,798). 
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•  how  or  whether  secondary  vendors  would  be  able 
to  resell  the  infonaatlonj  and 

•  whether  the  contractor  should  be  able  to  cffer 
value  added  services  or  only  serve  as  a  whole- 
saler of  the  bulk  data.    Value  added  services 
are  those  which  offer  some  benefit  In  addition  to 
simple  presentation  of  the  data  filed  , 
historical  comparisons  as  to  an  Issuer  or  comparisons 
with  other  issuers,  etc.) 

The  release  also  cont. xned  Information  from  a  study  the 
commission  had  undertaken  to  determine  the  marketability  of 
the  Edgar  data  base.  14/    The  study  Indicates  that  there  are 
significant  interest  and  potentially  large  revenues  associated 
with  such  a  product. 

Since  issuance  of  the  release,  the  ways  in  which  other 
government  agencies,  such  as  tbo  National  Library  of  Medicine 
and  others,  have  approached  similar  Issues  have  been  explored, 
in  addition,  the  comment  letters  received  on  the  September 
release    orimarily  from  those  engaged  In  the  Information 
industry,  were  studied. 

currently,  the  Commission  does  not  anticipate  seeking 
appropriated  funds  for  the  expansion  of  the  Pilot  system 


14/    The  survey  was  prepared  by  MathemaUca  Policy  Research. 
^      inc.  undeJ  a  contract  awarded  by  the  Commission  in 
May  1984. 
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Into  the  operational  system.    Neverthexess,  It  will  not  be 
necessary  to  have  user  fees  pay  for  all  of  the  operational 
system,  because  the  hardware  and  software  purchased  under  the 
Pilot  will  be  made  available  to  the  operational  contractor.  The 

alue  of  this  shared  hardware  and  software  is  estimated  to  be 
approximately  $9  million.    Consequently,  a  cost  sharing 
contract  is  envisioned  in  which  the  operational  contractor  will 
recover  its  investment  for  electronic  receipt,  processing  and 
dissemination  through  the  sale  of  the  data  to  users.     It  is 
contemplated  that  no  restriction  would  be  placed  on  the  contractor 
with  regard  to  the  sale  of  value  added  services  in  competition 
with  other  providers  of  ^uch  services.     Further,   it  is  contem- 
plated that  the  contractor  would  be  required  to  sell  the  bulk 
data  base,  on  an  "instant  feed"  basis  to  other  vendors. 

To  obtain  further  input  on  these  issues,  the  staff  plans 
to  submit  to  the  Commission  for  approval  and  release  a  preliminary 
request  for  proposals  in  June  1985,  with  publication  of  the 
formal  request  for  proposals  in  the  early  fall.     This  preliminary 
document  will  contain  the  xn^onnation  normally  provided  in  a 
request  for  proposals.     it  will  describe  the  Commission's  plans 
for  system  functions,  sizing,  opeiition,  ^-unding,  commercial 
dissemination,  mandatory  filer  phase-'in  and  exnansion  to  other 
Commission  Divisions  and  Offices.    Any  rectrictionr  on  the 
contractor  and  secondary  vendor?  also  will  be  described. 
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Review  and  comment  by  the  public,  filers  and  potential  system 
users,  <»s  well  as  by  prospective  bidders  will  be  encouraged. 
Opportunity  will  be  provided  for  oral  presentations,  as  well 
as  written  comments. 

in  addition  to  benefits  from  increased  public  comment 
on  a  specific  proposal,  the  Commission  will  benefit  from 
several  additional  months  of  experience  with  the  Pilot. 
At  the  same  time,  publication  of  the  formal  request  for 
proposals  in  the  early  fall  will  not  delay  the  timetable 
for  system  implementation.    Since  prospective  bidders  will  be 
provided  a  clear  statement  of  the  Commission's  plans,  it  will 
be  possible  to  reduce  the  proposal  preparation  period  as  well 
as  the  transition  period  from  the  pilot  to  the  operational 
system.    The  phase-in  of  all  registrants  filing  corporate 
dis'Tlosure  documents  then  will  begin  in  1986,  with  an 
anticipated  completion  date  of  the  end  of  1988. 

B.  Implications 

When  Edgar  is  fully  implemented,  investors'  access  to 
disclosure  information  in  Commission  public  reference  rooms 
throughout  the  country  will  be  iruproved.    Where  it  now  may  take 
several  weeks  for  the  microfiche  copies  of  paper  filings  to 
reach  such  public  reference  rooms,  with  Edgar,  the  public  will 
have  access  to  the  electronic  filing^  as  they  are  accepted. 
And,  of  courss ,  paper  and  microfiche  copies  of  the  electronic 


39 

filings  will  continue  to  be  available.     m  addition,  the  distribu- 
tion  of  proepectuses  and  proxy  material  directly  to  investors 
by  corporations  will  continue  to  be  made  in  paper.    Thus,  Edqar 
will  accelerate  the  diasemination  of  corporate  information 
and  supplement  and  improve  the  current  system. 

Edgar  will  integrate  with  existing  software  and  other 
services,  that  will,  for  example,  enable  investors  to; 

•  display  all  the  listed  stocks  that  closed 
yesterday  at  less  than  seven  times  earninas. 
that  yield  over  6%,  etc.; 

•  instantly  refine  such  lists  by  industry, 
size,  markets  and  other  criteria; 

•  display  the  latest  SEC  filirjs,  annjal  and 
quarterly  reports  on  those  companies  in  which 
they  are  interested  or  that  appear  to  be  the 
most  u.idervalued; 

•  retain  their  portfolios  in  their  data  banks 
and  price  them  to  the  market  at  any  time; 

•  maintain  running  totals  of  their  dividends, 
realized  and  unrealized  capiti^l  gains  and 
losses;  and 

•  enter  orders  with  their  brokers,  directly 
on  their  own  computer  terminals  and  receive 
conf  irmations. 

Additional  potential  benefits  of  Edgar  to  the 
securities  markets  include  the  folowing: 

•  By  making  timely  investment  information  more 
readily  available,  Edjar  could  increase  investor 
interest  in  securities,         ^-t^ereby  ir  crease 

the  breadth  of  equity  p  an'i  market 

liquidity. 
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'  Edgar  could  Improve  the  market  for  the  stocks 
of  less  widely  followed  companies.     It  presently 
is  difficult  for  analysts  and  market-makers  to 
follow  inactive  securities. 

*  Information  about  larger  companies  also  will 
be  available  faster  and  more  readily  in  a 
computerized  form. 

*  Instant  access  to  a  broad  range  of  information 
will  enable  investors  to  Make  better  infomed 
investment  decisions. 

*  Disclosure  documents  will  be  processed  aore 
tapidly  by  the  SEC,  thus  reducing  unnecessary 
and  costly  delays  in  public  offerings  of 
securities. 

In  short,  Edgar  has  the  potential  to  increase  the 
efficiency  and  fairness  of  t^ e  nation's  securities  markets. 


VI.  Conclusion 

Computer  technology  is  changing  the  way  that  the  securities 
matkets  operate,  ftom  automated  order  facilities  to  around-the- 
clock  ttading.    With  Edgar,  the  Commission  is  anticipating  the 
disclosure  dissemination  needs  of  the  future.    Through  the  use 
of  ^tate-of-the-art  computer  technology,  the  availability  of 
information  will  be  enhanced  thereby  improving  the  efficiency 
of  the  securities  narkets  and  investor  protection. 
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clM  ^pncMa  «»  aH  Ac  m."  cm-  wkMiM  Stt  im       tolm  AcPnk  ■Maifct  "IImm  ■  w  4«a(MM 

fntes  KaMrti  E«ow.  a  partaar  is  iM  ^  |^  tM  •■v  li  iM  ftn*t  *tti»MMMMpkm«iiKaafcm 


iCfMioii  of  sec  niMV*  Ml  Ml  apal 
dudi  for  *r  aikwa|in  or  aoyoM  alia 
wto  would  vadr  oo  *aae  "woepi*' 
nmtrwaf  lalMOvan  aad  *r  hkt.  M  wiN 
tMdy  urvc  lo  coMact  iw  Mck  of 
iKrachv  opponMNM "  fknaiaaili  of 
4nalytM  aad  amicr  naMiart.  for  caaa- 
ple.  wtU  ka  iMe  »  accaaa  MMMjy  *r 
ume  vahMMc  mtonmtam  iM  »  mw 
■vutablc  prHMfity  »  aika  wflUag  10  avt« 
the  nmc  Mrf  wooMc  lo  pn  k  flni  1W 
praMMemoli  a  dranit  iknmalt  of 
lime  for  sMkiof  a  9HKk  kiiboi  ■  likaovtr 


Jul  k0w  k^  a  iwipt  EOCAK  Hkaa  ai 
the  Mkiin«r  cni  or  *r  Nmaa  dcpaaii 


itK tyMrm Mctf ■  Miatf  ■MoartKfanocr 
pnuM.  ai  any  rale,  ikcvr  aacaia  lo  ke  bale 
Vkwbi  "If  Ike  capOMny  i»  amr  lo  pat 


will  iH«  N.  if  oniy  10  c«Mrc  iial  tey  «c 
MM  left  hekMd.  '  »ay»  RickaH  CkanM, 
VKC  pmtdMi  a  ckaift  of  wjijifUr 
fnourcci  a  ia  coiporaa  faaaoa  dtvMM 
■  EF  HaHMaCo 

Ai  ckts  poM.  ia  COM  of  ackMlopi- 
cal  tadmnt  ««  pmaiaHy  loaciiii  a  ka 
jMdiooht^iolaiikaikappM  'HlaaciM 
are  da  ken  a  ia  omimi  lyaaa  |«niaa 
EDCAKI  way  m<  ka  <a  kca  ynpai<  aH 
morf  cfTicaai  Mcn  of  Ma  ae«  lymm," 
pndau  Vaa Ka^a Cd  'i  Vaa Kiipcr 


rCt  and  accoM  a  EOGAK  fint  will 
pciki^k  ke  OMR  ftowpatalw  Man  da  Tua 
down  da  Mfoc«  ika  dWrfet  ikaply  a  kaap 
Ml  people  on  da  flwiUnf  I  tat  |fof  had 
copa»  of  coiporac  filafsP  Noi  only 
would  EOCAft  pnmdi  mm  inaly  a- 
fonnaiKM.  ka  dai  iaiM|  advaaupa  woold 
(K  f iNihcr  enkawod  ky  da  f act  iM  daa  00 
a  acfoeii  can  be  analyxad  aad  maaipolaad 
fa  falter  dan  it  can  be  on  paper 


« iHpa  a#.  to  Imi 
tm  MM  IM  a  |ir  ia  ia  ina*t 
11  iim  V. teMMT. teM^jWa tMlfe 
wmmilmWM^mi  ■  I  ■>  < 
k  m  *a  IMM  k*  £  Am  i 
Mm  oaf  kt  aM  in  Hftm  a 
mbMm  a«  m  ia  oaaMataa  ka 


I  ii  M  ""'^''^^J^Jl^ 

Mill 
■on  if  I 

iMd  da.  kadi"  IWi  Kakad  dka. 


■d  •§  dM  ««  ckiBii  M  Wan  Soau 
•raa  iilMwdw  faaa  tfaa  owo 
dHi  Im  raldkli  •»  Mr  cUaatt  and  a 
iiii  il|iailii>wpiakowaractiw»Kk 


I  WW  haw  a  find  oe«  wqn  a 


kavrtfCaMoiarN 
■  a  I 


kwahad.-'  XWm,  tm  *c  naimaal 
alMMS  aad  dair  Itaai.  a  « 


a  dm  dM  If  |M  aM't  *  N  rifM.  yM 
wdi  atHpty  Mid    pMvidhii  m  arvtcc 


Om  d»  MbH  adi  of  da  kimnra. 
EDOAft  o«M  piMl  10  ka  tea  ian  I  boon 
ata^aa-  iliiii  ili  m  keoMcio 


paaoaai  oiaaaMi  t 

919I1A  Man  a  providi  Ha 
dmad  kaban.  kananar.  Ca«  m  lock 
MHiM  MMar«aakn«tlai|kad*eir 
m«an  m  a  ao-Mla.  pay-fa-«4ai. 


lank  MrciHM  iao  a  dM  kaa  cm 
bam  )m  tmtm  auan  gtwiaiai 
aivtoo  tavaad  1  dM  aiyoia  who  » 
ay  aaaapn.  nkidai  day  kc 


aha't.  ka  lal  la  piovMi  Ma  kad  oT 
arvton."  N|!i  Makad  AiaaM.  oaoeotivc 


 *a 

HaflMJfMiM  Wm  SM.  EOCAR 
a^  IMvUl  a  wMdM  *ai  wMy 
m  dMi  a*a  dp  Ikr  iK  Iw  of  eotan 


arf  tr^  vataaa.  "i  dank  a  ■  1 
\mtminif.  *al  da  m  Menm 


a  da  eOOAIt  lyiaa.  dai 
abam  • 


ajaAJIAVA  Y<10D  T8a« 


ERIC 


51 


45 


APPENDIX  B 


^^rth  12,  1965 


WWt         Off  lot  ot  th«  Gmral  GdwiMl  ^^oCl^  >^ 
Pt«cutlv  SkMtmxy 

Tlw  •ixucturt  of  IDCSM*  M  %«  vnOlmnUta  it,  !•  Ugilly  m«l. 

««tJJ°^Jliri^]S^^  itl»lirtpAatooanoipti«ll«,tI»BW» 
systM,  %«Mn  ^mtloMl,  m  having  two  owlMBlng  adbMU  in  t«M  of 
ujtr.'  .COM  to  inftmtion  in  its  ^^t^mmTWrn^S:  wUSmL  tom 
ai«r.  uMrs  cm  dbtsin  InftMtioi  f ilod  ky  i«liul£r«ri^^ 

a»  mU  th*  dBta  to  Moto  mm  in  a  wio^  of  tovu.  iAiom  dMioM  an 

i««th/cbiida,i«i;iUow3«^ 

j^lc  rafannoa  roam,  tha  OiMlaalon  idll  fblflU  ita  dim^fSSaCw^Ztm. 
Ma  raault  folloM  ra9u41aaa  of  Oiathar  tha  OMaaSn^MZtaT^ 

Si  €S^!i?,«f^^?TSf!.f^^  •  1^  oontnct,  in  that 

Qaaniaaian  will  tharaftxa  not  unlar^y  mmh  ita  MBrariatiai.  am  if 
tha  BBMl  ,yat«  U  proiriaad  to  tha  cJdl^^ 

^*   DMcripticn  of  tha  BXM  (fcaratiflniil  OaitCTct 

*        far  a  par^  of  aavan  yaaia,  to  opacata  a  iyatM  fbr  hm  raoaiot. 
pnoMlr^  and  diaavdiiation  of  fainfTin  a  wSxm  (ala^rade)te 

will  eall  tha  "«C  Wj/mmT,  in  lAidi  MC  ataff  «iU  araoaaa  mA  mIvm 

«UUUi9tinalaet^ 

oonnaetad  with  ttia  ttlingi,  i»ii«tha  taitfMara  riA  aStam  S  SalDm 


JSS  •Ithju^  it  will  ba  Ma  to 

aoowa  Dm  a  antira  datahaaa,  no  m  Cnh  outaida  tha  Qaniaaiai  wUl  ba 
•hU  to  aoowa  tha  natarial  in  tha —  w*x*  i« 


Tha  print  oontzactor  ia  nvaetaa  to  «itar  into  agmawiu  to  aaU  ita 

to  J2r.*^  SSi^S^iirj  rf^^l^  tha  data  in  ttT^or  fatail  it 
to  othara.   MataU  of  tha  intanation  n^y  inwolwt  nanipulation  ar  Mlyoia  of 
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Uw  dmtM,  to  *ftdd  y^XiM"  to  it.    Xt  U  «xp*ct«)  thst  thm  Mcond  ti«r  UMrv 
will  ptty  •  M  to  tha  principal  oontnctor  Odtfi  vill  «n^t  it  to  raoovar 
it*  oo0t,  t09«thar  %fith  •  fi^it.   Hm  profit  vill  b«  nt^otiatad  vith  the 
GdMlaaion.  tout,  inter  90^wvi«nt  ra^laUon,  nay  iM  aaoaad  15  paroant  ox 
tha  priiM  oontractor'a  ooat.  7hm,  tha  Ocaadaaion  will  ra^il^ta  tha  profiu 
oi  its  prljv  oontractori  it  will  not  ragu^ta  tha  profit*  of  tha  aaoand  tiar 
i«tailm  nor  thair  diargaa  to  uaara.  Aa  long  aa  tha  oparational  oontractor 
im  raquirad  to  aall  tha  databaaa  at  a  fair  prioa  to  all  tiio  wlA  to  purtfiaaa 
it«  ai4  piffchaaara  hava  m  unraatrainad  rl^  to  raaall  tha  intaMtlont  wt 
wm  no  antitniat  prdblfli. 

ODRMWita  xaoaivad  cn  tha  Qowdaaion**  ralaaaa  J/  rayaating  ooanvtu  on 
WDM  financing  iaauaa  Iwva  raiaad  a  quaation  aa  to^ia  propriety  of  tha 
prim  ccntractor  alao  baing  pandttaA  to  ba  a  ratailar  or  ^lua  aAM  ain>liar« 
cn  tha  gro»^  that  tha  prina  contractor  would  obtain  an  unfair  adMntaga  <war 
othar  uaara.  that  criticiani  im  baing  oonaidarad.  but.  aa  wt  undaratand  it, 
no  final  daciaion  baa  yat  baan  Mate  aa  to  tdiathar  to  raatrict  tha  prim 
contractor  to  tha  rola  of  ^holaaalar  or  pansit  it  alao  to  panicipat*  aa  a 
itaar  and  ratailar. 

Tha  print  ooitractor  will  provida  tha  hanWara  and  aoftwara  naoasaary  to 
cparata  QXSMt.  lha  aitant  to  OiicAi  tha  oonUactor  will  alao  pravida  hardMra 
anl  aoftMara  for  tha  ralatad  BC  prooaaaing  ayvUn  ia  baing  atudiad.  lha 
SBC  will  hold  titla  to  tha  databaaa  and  aoftuara. 

sail  baing  coraidarad  art  Mtthoda  of  inauring  aatiafactory  parfonoanoa 
during  tha  lifa  of  tha  contract.  maOi  aa  panal^  proviaiona  for  inadaquat* 
parfonnanoa* 


1/   "Elactxxnic  Piling.  Prooaaaing  wid  XnftocMation  Diaaamination  Syatam," 
Solicitation  of  OonnMita.  49  ni  15798.  Saptnter  12.  1984. 

2/  lha  Fadaral  Infoowtlcn  Wtaouroaa  HMiagawant  Sagulation  (PXM)  ia 
—    not  ^liaMm  to  tha  BXMI  protur— nt.   Uhdar  taction  1.103(b)(3)  of 
tha  niM.  %4ddi  pramlgataa  vayiUtim  purauant  to  tha  BroAa  Act. 

L.  89-304  (Octdbv.  30.  »945).  agtnclaa  do  not  hava  to  4Piay  tha 
policiM  Md  praoaduM  in  tha  mm  applifldKto  to  MP  prpovananta 
if  tha  aiit>jact  aatttf  of  tha  oontxMt  ia  Sor  soMthing  othar  than 
ooitracting  fbr  MP  laaouraaa.  IhU  ia  tiua  g^xan  if  ottMrrlally 
avail^la  MP  raaouroaa  lira  UMd  in  oantrset  paifumm.  lha  aubjaet 
aattar  of  both  tha  BXM  pilot  and  qparvtional  cntraeta  U  a  f  Uing 
and  diaamlMtion  ayataa  priMarily  inwdlving  contractor  mnium* 
tha  MP  aquipnunt  naraly  providaa  tha  MMna  to  aypply  tha  aarvieaa. 
lharaiota.  tht  PIMl  ia  irapplioribla  to  tha  WOM  ocntzacta. 
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A.     UsMidiMtlon  of  ZnfcfMtlA  !•  Fulfillad  fay  Urn  Pi^lic 

9n  important  OMidtntlan  i«  thM,  rmgfuMmm  of  DOM's  CIml  eat- 
flguration        it  taXM  ftiUy  optntiml,  ttw  inwwtor  wUl  tUU  te  ^« 
to  9K  InfoMtion  dirscUy  fnn  tht  ObMdMidn.  Mi  InaivldMl  cm  nov  om 
to  m  of       OamlMlan'g  pvtolle  nfemoo  com  st  •  stat  oast 

r«l«tjd  to  tho  ooot  of  npraduetian*  dbtAlR  «  oqpyof  tAirtow  fUiiq 
or      «#i*M  in  oithor  pspv  or  «icrofilii  floM.  4/  ami  will  in  fact 
««wria«  thioMOMolMUty  oC  inftmUon*  both  WoAUng  •  flflfW  «i* 
and  ly  onUrging  tfio  iMter  off  piiaie  vtemnoo  teiUtioo  ot^Mdh  thU  omi 
oooir  to  All  of  th0  cogionftl  offiOM.  %/  iiMwtm      te  ii>l«  to 

obtain  Mti  inteMtlon  at  otiitr  lortlw,  aucfi  m  o  locftl  nMie  lifccsiy. 
dafmling  <:n  tha  ovontual  ■uteeriptioi  natMOCk. 

Thm  lagal  ai^ilf ioanoa  of  thla  io  tlwt  ragarttaoa  of  tha  aenrta  terata 
Mada  )y  rataiara  unter  tha  BSMI  ayottfi,  iiwaatora  will  te  ildlo  to  dbuin 
f  ilad  infixMation  at  Uttla  or  no  ooat  thcou^  tha  Ctiiiaaian'o  nftiic 
rafaranoa  torn  natwock.  this  aantimad  oodiabilillity  of  intawtin  amiraa 
that  tha  Oooalaaion  will  ftOf iU  ito  ftiaa— inatiflw  aviteto. 

Iho  vaating  ty  tha  goNmammA  in  a  oonUotfioi  of  oontxol  flwor  tha  dia- 
aoHdnation  of  inlboMtiai  ia  a  long  arn^Uail  fnctioa«  m  ovidMad*  fdr 
«w^at  ty  oontneu  for  atanogri|tiie  npocting  MA  m  atxuetnrad  to 
vrant  to  oontractora  tha  aaeluiiwa  ri^  to  aall  thair  rndueu  divaeUy  to 
tha  pA>lie.   Saa«  o^«  7  Caip.  o*i.  810  (ItM).   In  thaoa  aituat&om  (in 
contraat  to  mm)*  paroom  a^r  purdiaoa  tfaracrlpu  of  taotinv  takan  ty 
tha  agancy  only  ftoi  tha  agmgr'a  oontnetor.  U  thaco0Ko  tiawi  vital  that 
tha  agancy  oontz^  tha  ooat  of  mKh  tnmaeripts  baauaa  tha  notfiaaar  haa  m 
altarnativa  oairoa.   In  mttar  of i  Hatawtiw  off  fiaaa  l^eoivod  ly  m 
Qgitractora  PiDiddinB  Ii^OKwatlcB  iatvioaa  to  Aa  PiMic.  <ta^TSrbac, 
»*1M906«  Octdbar      wts,  tiw  Qovtreilor  &Mnl  ^vcoMd  tha  oaa  of  m 
ottaida  oontroctor  to  oondiict  Wa  diaawdnation  ftnetian  m  it  wli^ 
to  infoxMaUon  Oiiai*  fey  atatuu»  mat  ba  aada  avail^la  to  tha  ptOie. 
HMmrnr,  tha  Gbpptzollar  Oananl  atlpulatad  tfiat  tha  prapooad  psooadm 


^  Looatad  at  haadqpartara  in  IMiington,  D.C.«  tha  Maw  Wk  Hagional  Of- 
fioa«  ano  tha  Chloago  KagioMl  Offioa. 

^  In  addition*  individuala  nay  inapact  a  filing  at  ona  of  tha  OMdaaion'a 
pidlic  xnfaianoa  com  via  niccofiln  raadar  at  no  ooat. 

^  Plana  oircantly  oall  for  a  taminal  in  aaA  ragicMl  offioa  oonnKtad 
to  a  hl^  ipaad  printar. 
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(allowing  raquMtm  to  dMl  diraetly  with  th»  pri%«t#  oontnKrtcr)  oculd 
not  ta  iMd  to  dtUy  or  tay  ■oow  to  infon«tion  unter       ftmtdam  of 
InfoMtion        nor  oouM  tht  few  chftf9ad  viotaiU  VDU. 


Id  vi«#  of  ths  CftwiMiOP't  oontinMd  oami'imt,  to  frarldliiv,  lit  a 
ngiaUtad  prioa*  aooHo  to  ita  filing  intattKion  tlnrau^i  tha  pitoUc 
lafmna  rooM*  tha  Odndaaion  aa  a  lagai  ntttar  doaa  not  alao  tiava  to 
oontroi  i*iat  BBM'a  aaoonl  tiar  ratailaca  d)ac9»  tha  piiilic.  to  long  aa 
tha  Mar  om  cbtain  that  inftonstion  diracUy  froa  tha  gwaimant^  it  ia 
not  laOai^fta  fbr  tha  fxaa  aaiKat  to  aat  priow  for  tha  aaar  altamaUvaly 
to  rMaiva  tha  inforaatioi  in  a  varlaty  of  fccMaU  froi  rMailara. 

i.    lhara     m  ttilawftil  JIu^Hntation  of  Mtfa 


Savaral  otsawiutora  caiaaS  qMationa  iteut  tha  prqprtaty  of  tha  Oon- 
■iaaion^a  intvition  that  EDOMl  ftaid  tha  OtaMiiialQn'a  intanial  rtyatan.  tha 
inpUcatlon  of  tha  ooaMnU  ia  that  fcy  9».rating  aufficiant  ravania  froa 
BXSMl  to  pay  for  tha  Oamiaaion'a  am  taquirad  acUviUaa«  tha  Ooavia^ion 
would  ba  bypaaaing  tKa  Qongraaaional  ovarai^  taction,  anA  Muld  ba 
iUagaUy  au^iwttiiig  ita  ^firoiciatian*  h  ralatad  ait>jaet  ia  tha  lagality 
of  oontracta  at  no  ooat  or  raduo  1  ooat  to  tha  gwanwit. 

1.  Atfjutatifln 

Tha  M  jor  ptdbUiM  MOi  aiy  ariaa  with  no-ooat  oontsacta  U  tha  poa- 
aibla  unlawftil  luyntation  of  m  agmy'a  nnvqpriat'.v^   faction  1341  of 
31  U.S.C.  _6/  prctdbita  an  agmy*  taOaaa  cthafwiaa  autnariaad  toy  law«  froj 
ajcpm^ing  or  dbligiting  fMto  in  mmamm  of  ita  aB«qpri«tiart.   laetifln  13/2 
of  31  U.S.C.  pnAiiMta  m  oiiUm  or  vvOoyae  of  tha  ttiitad  ttataa  fm 


aooqiting  voliaitaiy  aarvicaa.  J/  lhaaa  atatiitaa  axa  inft^nM  to  fr^nt 
agmiaa  frai  incurring  dbligationa  or  aocanting  aandoM  and  tiian  h^^iing 
that  Gbngraaa  will  laooyiiM  a  ioral  dbligMiai  to  ptf  tetha  tamfita 
raoai^.   In  addition,  althoui^  tha  IMitad  ttataa  n^  l«*^y  "o^^ 
and  aoo^yt  qittm,  individ«l  agveiaa,  ir  tha  abama  of  ^laeific  atatiiuxy 
authority.  My  not  aoript  for  thalr  own  uaa  glfta  of  mtwmjf  cr  othar 
pctyarty.  J/  lha  tan  "gift*"  ^        dafinad  aa  -^atttitiMa  ouwayanos^ 


6/  thia  aacLVon  (toriBarly  31  U.».C.  MM),  togtthar  wiOi  tha  P«^5^ 
againat  vol  mtaiy  aacviow,  31  U.t.C.  1342  (fonMrly  31  U.t.C.  iiS(b)), 
cxBvriaa  tha  ao^oallad  ^adafie^My  Act. 

7/  Principlaa  of  F*d.*al  Jlpp«ci»iationlJW.  Jjatad  itat^ 
^  oaaiting  Offioa,  5-7,  ^Xf.  S-M,  fltat  1^4.  j»  ign.  «Or«tuitaia* 
aanriOM,  aa  oppoa^  to  Nolunuiy"  awidaa,  ara  pmiaalhU. 

%/  nriivd^M  of  FiaTaral  %pi«priatian  taw,  mmn.  nmamUmiat 
hM  9ift  aoo^iting  autharity  liMtad  to  twal  •M^mrnrnjac j^ltfr^ 
participating  in  ouifaiaiBjaa  and  iMtif^s.   M>.  U  «-3i,  mm  %• 

IW;  17  cm  300.73S-4. 


55 


49 


oLi^^VlifimtT^  ^  Pn*"^  »rfO«out  any  ami<tention.«  25 

omt»«of»  rilling  ra^iMt*  Car  InfocMtien  an  lat  •aamm  tmotlv^  •  •  • 
ifcttT  ef  I  UbIotI  Etecticn  Qmdmim.  (1  a^ip.  om.  atS  (ltt3). 

toth.  oontnctcr.  llMraftn,  tiMM  ftnii  aMd  noi  t«  fbMRlad  to  th* 

5t!^^'«J^2!5'^?f!f^  1^  oon.id«.tiS\dll 

***  to         the  neaioc  ef^oia  and  aarvioaa 

^^^i  "?  tha  g-daaion.  again^OK^raaSJirSSSTIa^ 

tha  Oomiaaion'a  aifcppriatlan. 

2.     Ugal  Omidaration  to  ■urpoct  tha  Ontraet 

T.^^  ^  *•*  «*  »^  oaneidaratloB.  l.a..  tha  omait  of 

<*«i*««ti«       to  "itf ttei«  to  taBTTt^^ 
contract.   QpnaidaimtiflB  Baaa  not  ninmuily  ba  wmtaiy.  lha  aoowumoa 


ftxtwl  aantnct  la  not  aututflrily  pntOMUd  if  fraar  ooMUtorati 
•wort  th*  oontnet  hm  bMn  fcotddid.  Jto  noud.  tlw  BRfiitaitian  MiMt 

rmtend  In  tM  )iqp«  that  tlw  gamrmmft  mif^  xvcoyiiat  •  ml  dbtlgitiqn 
and  thtr«&  •  i»y  for  bmfiu  contend.^  Acthi^  m^ie^icnSm 

^.'if!??  ^  oor tractor  will  liM  ntxivSTm 

falTbiUli  ttiTim^^  **»«t«v  ••rvloi.  or  goodi  tav.  bMn  o»tnct«d 

^  owtxwct,  tlw  FropoMd  grant  to  th*  qpmtiowl  oontrac^ 

tor  of  tlw  ri9ht  to  mil  mom  to  OownlMion  tllingo*  m  ^11  m  dviv»- 
tlv»  oq>lM  thmof  to  Ow  pt>llc»  la  a  v»luibla  Inungibla  pRpvty  ri^ 


^  Ibmwrly  31  O.S.C.  484. 
10/   7  Qonp.  Qan.  810.  811, 
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Iwving  lamrtant  oo«ii»rcUl  finmeUl  •lyilflcsimi.  Th»  BSW  <»;*»^, 

«lel*t«  th*  JMidaficianey  Act. 

In  our  ji«l9Mt.  Ml  im»  Om  CdN«iMlan  Mt  oonaU«  Is  airKt 

SiJ2^2^lS^hM<rflS«tottooont^    It  I.  vi*  th.t 

juMliy  tto  nealpt  ty  tto  Oomdmlm  oChuAM  •rt  •  "  *^ 


lite  tte  Of fl«  of  tte  QmmX  Oxtml  mi5  ^^STSicL 
oiin  moomm  to  CD&«  fliings  in  oonraction  with  litiytiqi.  moi«  oCtio- 
Kw^wanOxly  would  iM  tte  tecdMm  «Uo  for  praptfiiq  lo^  dDW«to  in  

t^T^c^^SSdfSl^^w  to  th.  OMI  f«ir^  and  di—d«ti« 

^Miml  ■wropri.tlon  ty-t*  to  « 

ptfRdssibU.  Ew«  thU  acmclmian,  hoMW,  U  •  itillo«0|tilo»l  or 
political  ar»»  ratter  tten  a  atrieUy  la9»l  «• 

3.    HoCemt  and  telaw^Ooat  Gantzacta 

Tter.  tev  b-i  faw  o«-  liUgitad  ^^jf^^'liPWvi.i^^ 
••ivioa.  at  no  coat  to  a  90ww«t  a9«y.  U/  ItoMooat  oantracu  tev« 


11/  In  cm  of  tteaa  oaaaa,  tte  GDiptxollar  Omni  apcirawvd  a  oontract 

mum  for  granting       oont«ctflr  «  «cluaiva  r  fjt  to  ••1JJ«~ 
crlDta  to  ^te  |K*>lic.   7  Ocmp.  (tel.  aiO«  ma.  And.  in  Ifl  Pay.  0<n. 

raporting  aaivioM  itilcfi  wt  ortly  offarad  to  ftoniA  oppiaaoft^^ 
ffSTa?  no  ooat,  but         alao  offarad  a  oaAtenua  W 
^^TrLT  tlanaM  Hart  ^^MtagaoM  to  tte  gowiMnt  «id  tfmld  to 


;coipi.fl;   Int-ooOvarcaaaa,  dl«««adiW«i^^ 
ai^Mninaaai.  tte  Qivtrollar  OMMral  m^xmA 
Sontractora  liidlad  dlaMmlnatlon  ftwAiona  ftir  f"g*>,«t  noa»t. 

»fcWrmi  liacUon  CXnadaaion^  ggra. 
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bMn  and  aim  omntly  balnv  Ktad  ty  wioia  MneUs.  ftar  mmmlm  . 

ao  oQBt  or  radiioid  oo»t  ynd«r  thiir  atMnmhie  rasMim  aZnekZ 
CJir M  •UnogngMe contnetor  tunA^h^JS!KTi^cti^mS^'u> 
SiSiSriSI  S.fSf^  f**^-  »  •  ««« -iirtl-r  to  ttSaJth. 


Moof  ilMd  indMM  Md  cviaim  aleng  with  40  ■tatoCil*  iwtara.  UJ/ 


Althou^  thm  hM  bMn  cnly  •  Cm  no-oMt  oentnct  dKiaiom,  ttar* 
n«M  OMM  iiwolvlir-  balai».aoat  Ute.   In  •  twinw  owt  oontnet  tlia 

^tZJT  T^:»^      «« MiSa^  dw^SSTyST^SiSS'. 

|t^_»S^^.  uap.  0«.  Dm.  »-2U2U  (OeSE«-n,  MM), 


Of  ^«|**~   T„^-  -  ■■^idwrnticn.  Qoip.  G«i.  Ok.  »-a(»419.4  USSTJn, 


I993T 

C.  0Qst-#Mrin9  Qontittcto 

~        ^  pwvlou.  prngriftM  of  nxxmt  MUmetm. 

th«  mm  proeuTMRt  OKI  MsUy     viMd  m  •  oost-^iAring  ooitnct. 
Thj  QxpdMian's  ocntributlon  wuld  to  tlw  hMxkm  anS  aoftim  fcoi  tto 
pilot  ayMi^  i^uA  i«  intenund  to  to  viliMd  at  ovw  19  nlUioi.  ttiter 

■P«:ifloally  pamittad.  ^  ffUrthar.  tha  lliiLtatlonaln  tto  caa  ofooat. 
Glaring  oontxacu  «Md:  an  ocflUinad  in  Sactioi  U.»l-3  of  tto  IM  not 
lafar  to  tto  paroantaga  of  partlclpatifin  of  aithar  tto  eontraetar  or  tlia 
gowtnwart.  Ooat-aharing  oontxaeta  ara  partioularly  auit^la  for  nem- 
wanu  Oildi  of  far  toUi  partiaa  Mitual  tonaf  iu  fccai  tto  parfbcwKia  of  tto 
contract,  auch  aa  In  tto  aiaa  of  raaaanSi  Md  dmmlopm^.  U/  itoy  can 


U/  O)  Mird)  U,  1983,  aftar  ravlawlng  tto  oontract,  tto  Jdint  Gbavlttaa 

Printing  and  linding  tojuUtiona  to  pamit  tto  initial  nidioatian 
ly  tto  privata  oontractor  of  tto  OK'a  dadaioM. 


U/  fMt|16.X3. 

|1W2|«  p*  494* 
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aXao  prcn^ide  incamtivm  to  kmtp  oontractor  costs  down.  15/   If  BXSMt  is 
vlMd  ^3prqprUt«ly  as  s  oost-sharifiQ  aontxsct,  it  wilT~fit  Mars  ooiifortably 
into  s  tr»Utionsl  snslysis,  slthou^,  ss  wt  hsve  said,  it  wuld  bs  iMful 
as  a  no-oost  contract. 

Oondusien 

IKs  Office  of  the  Gmzal  OouMsl  bslisvss  that  the  stnicturs  of  ETGM)  as 
currvitly  envisicnsd  is  la^^Uy  sound.    Because  it  iDypasses  the  appropriations 
yrst«n  to  •  cqtm.  'derable  degree,  it  could  dilute  Oongressional  oversi^t  over 
ITGMt.    Mhiie,  in  our  visv,  that  is  not  a  le^al  iji|)adiJiiBnt,  w  understand 
that  the  Gcnmission's  Oversi^  Ocranittses  will  be  kept  apprised  of  cxir  EDG^R 
pcDoess. 


Prc  fu-ed  Byx    Paul  Gonson 

Carol  K.  Soott 
Jeanne  B.  Carter 


15/   Ptor  exaiple,  the  Federal  Depoeit  Insurance  Corporation  oirrsntly  has  a 
contract  for  development  of  an  eutcmated  payroll  systm.    For  eac^ 
dollar  the  contractor  either  saves  under  ♦he  target  cost  or  owarruns 
that  taryet,  the  fee  to  the  oontractor  *dll  be  raised  or  lo«rsd 
respectively  toy  20  cwtts.    Therefore,  if  the  oontractor  owsrruns 
coets,  it  shares  its  fee  %^th  the  agency. 
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Mr.  Enoush.  Thank  yojiveiy  much,  Mr.  Shad.  I  appi«ciate  that 
JS^n  EIKJAil.  did  you  look  at  the  information 

semon  that  are  now  available  or  those  that  are  expected  to  come 
into  bemg  m  the  not-too^listant  ftiture  ^d  determine  whether  or 

M  ^  services  might  be  adequate  for  your  needs? 

Mr.  Shad.  Ym,  we  did.  We  reviewed  the  securities  information 
udustnes  abihties,  and  the  financial  printeis;  and  Federal  and 
private  oiKanizations  were  surveyed.  It  was  concluded  EDGAR  was 
the  optimum  system,  the  fastest,  most  costreffective,  and  most  com- 
prehensive. 

We  did  look  at  each  of  the  alternatives  and  concluded  we  needed 
something  unique  to  receive  and  disseminate  instantly, 
drae?  do  you  go  about  doing  that?  Was  a  study 

Mr.  Shad.  Yes.  We  spent  2  years  bringing  the  pilot  on,  and  then 
2  more  yeais-we  are  going  to  be  on  ftTpUot  for  2  yeais-for  a 
feasibihty  analysis.  We  put  out  a  sources  sought  release.  The  staff 
had  meetings  with  over  20  respondento  to  this  sources  souidit  The 
respondwits  represented  aU  different  types  of  equipment  ind  sys- 
tems, soft  and  hardware.  So,  as  a  result  of  those  meetings,  the  idea 
was  further  refined. 

^l?'^'  ^  »  not-for-profit  sort  of  semi- 

governmental  consulting  group,  was  engaged  to  do  the  feasibiUty 
analysw  Thw  haw»^  to  be  doing  one  also  for  the  VS.  Patent 
T  l"™*  °°  *  "^^^  laxmr  system  than  EDGAR 

1  thmk  the  thing  that  is  unique  about  this  system  is  that  it  re- 
ceives and  disseimnh  ^.  Our  job  is  to  protect  investors  and  main- 
tarn  orderly  markets  One  of  the  best  protections  is  to  provide  in- 
*  timely  basis.  To  provide  it  when  it  is  a  week,  a 
month,  90  days  old  puts  some  people  at  a  great  advantage  over 

The  thing  that  u  unique  about  EDGAR  is  that,  as  the  informa- 
tion IS  transmitted  from  the  issuer  to  our  main  frame,  it  will  be 
instantly  accessible  by  mvestors  throughout  the  country— in  fact, 
throughout  the  world-on  their  own  personal  computer  screens! 
They  can  punch  up  and  access  General  Motors  or  whoever  they 
want  to  look  at,  and  screen  what  is  in  the  SEC  main  frame  With 
aittiliary  eqmpment,  they  can  do  a  lot  of  other  things,  too 

•j.  Jvf^  are  a  lot  of  companies  right  now  that  are 

providing  finanaal  mformauon.  If  there  is  a  demand  for  more  serv- 
why  haven  t  the  private  companies  gone  ahead  and  developed 

Mr  Shar  They  have  developed  pieoes  of  it.  There  are  Compus- 
tet,  Micro  Disclosure,  and  others.  But  they  don't  control  the  iirfor- 
mation;  they  are  not  the  source  of  it.  It  does  not  come  into  them:  it 
doem  t  go  out  through  them.  There  is  nothing  I  am  aware  of  that 
would  be  comparable  to  this  at  the  present  time. 

Ms.  GooDiMJj.  Part  of  the  problem  is  the  services  are  dependent 
upon  our  disclosure  documente.  Once  the  paper  is  filed  with  us 
they  then  get  the  paper,  or  the  microfiche  and  key  in  the  date  In 
order  to  make  the  date  available  instantly— the  securities  marketo 
move  so  fast  that  even  a  day  or  two  can  be  too  Ute— in  order  to 
make  the  information  available  instantly,  we  had  to  go  to  the 


ERIC 


54 

notion  of  electronic  filing  with  us.  And  we,  as  the  Government 
agency  which  imposes  the  regulatcny  requirements,  can  do  that. 

We  can  say  the  information  has  to  come  in  electronically.  The 
private  sector  cannot.  While  thev  can  keypunch  the  information 
overnight,  that  isn't  timely  enough  in  terms  of  the  disclosure  of  in- 
formation for  the  securities  markets. 

Mr.  English.  So  the  real  answer  to  my  question,  then,  is  that  we 
lose  a  few  hours'  lapse  ^^ne?  If  it  wasn't  for  a  few  hours'  lapse 
time,  the  private  sector  could  do  this  itself,  and  I  assume  

Mr.  Shad.  I  think  there  is  a  week's  lapse. 

Ms.  Goodman.  More  than  a  few  hours.  They  have  to  get  the 
paper  information,  key  it  into  the  qnstem,  verify  acou^,  and  so 
forth. 

Mr.  English.  How  much  time  on  an  average  would  you  say  we 
are  talking  abou^  Mr.  Shad?  How  much  delay  before  that  informa- 
tion woidd  be  available  to  the  public? 

Mr.  Shad.  The  issuer  do  longer  has  to  transmit  it  to  us  on  paper. 
It  can  come  over  the  telephone  lines. 

Mr.  English.  I  am  taUung  about  without  this  system. 

Mr.  Shad.  You  are  saying  they  would  prepare  paper,  ship  it  to  us 
in  bulk.  At  that  point,  vou  are  saying  the  private  operator  would 
then  be  able  to  keypunch  it  into  a  system  and  diaseminate  it. 

I  think  the  total  time,  as  compued  with  the  same  information 
coming,  without  being  manually  reformatted  at  all,  coming  from 
the  issuer  into  our  main  frame  instantl]^  available,  you  are  talking 
about  the  difference  of  from— the  time  it  is  transnutted  and  avail- 
able to  the  public,  which  is  a  matter  of  minutes— to  certainly  a 
matter  of  days  and  perhaps  much  longer. 

Mr.  English.  You  state  on  page  20  of  you^  testimony  that 
EDGAR  will  enable  investors  to  enter  orders  with  their  brokers 
over  computer  terminals.  U  the  brokers  and  custoipers  want  to 
communicate  through  computer  terminals,  it  would  seem  like  that 
it  would  be  up  to  th^m  to  arrange  for  it. 

Mr.  Shad.  They  can.  That  is  independent.  That  is  auxiliary  to 
EDGAR.  That  is  not  part  of  the  EDGAR  system. 

Right  now,  I  was  trying  to  put  it  in  the  context  of  what  other 
things  are  going  on  right  now,  and  oidy  one  of  the  litany  I  ran 
through  at  one  point  there  would  be  EDGAR.  EDGAR  is  siinply  the 
accessibility  to  the  current  information  that  is  with  the  SEC.  But 
the  ability  to  transmit  orders,  for  instance,  is  being  offered  now  by 
some  brokers.  Investors  receive  this  information  on  the  same  ter- 
minals on  which  they  would  be  reviewing  the  SEC  materials.  They 
can  review  the  research  reports  and  other  documents  provided  by 
their  brokers. 

Mr.  English.  As  I  understand  it  in  broad  terms,  EDGAR  does 
three  things:  receipt  of  the  filings,  processing,  and  then  dissemina- 
tion. 

Mr.  Shad.  It  also  facilitates  analysis. 
Mr.  English.  Facilitates  analysis? 
Mr.  Shad.  Yes. 

Mr.  English.  Wouldn't  that  be  processing? 

Mr.  Shad.  Analysis  by  investors.  The  processing  iu  by  our  staff. 

Mr.  English.  What  are  the  

Mr.  Shad.  Two  forms  of  analysis. 
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Mr.  Enoush.  What  are  the  SEJCs  requirements  for  processiiur. 
your  requu^ments?  "wawiuji, 

f/br.  Shad.  We  have  to  screen  the  filings  ftx)m  a  variety  of  points 
of  view  and,  in  some  cases,  comment  on  them,  and  request  that 
they  be  amended.  And  that  is  done  again  using  the  EDGAR  system 
at  computer  work  stations  with  the  use  of  electronic  mail  We  go 
Uirough  a  variety  of  screens  and  decide  first,  whether  or  not  the 
filing  requires  a  detailed  -jview,  and  then,  if  so,  what  additional 
mformation  may  be  requi   i  of  the  issuer. 

m.  Enolbh.  What  kind  of  hardware  and  software  is  the  con- 
tractor going  to  ..e  required  to  provide? 

Mr.  FooASH.  Our  current  plan  is  that  the  contractor  would  be  re- 
quired to  provide  a  sufficient  number  of  work  stations  and  oomimt- 
er  caMaty  to  provide  full  processing  for  the  Division  of  Corpora- 
rtatimo^*^'      '  ^  nunJbers,  rou^y,  terminals,  work 

Mr.  EiiousH.  Could  we  get  all  that  for  the  leconi,  specifically 
what  It  is  the  contractor  is  going  to  be  njquired  to  provide  both  in 
software  and  hardware? 

Mr.  FooASH.  Yes. 

[The  information  follows:] 

qiSrf  to^JSS?'^  "  ^  contractor  going  to  be 

An-wer.  Sincere  SBC  Requert  for  PropoMla  (RFP)  wiU  not  go  out  as  a  finalized 
document  untd October        «ul  even  then  wiU  be  a  raquart      Se  ^^tiSl^ 

^^X^^^S^'^^I:^^  ^  «f  equipmentor^^^. 

It  IS  only  poiiible  to  respond  in  general  terma. 

At  a  mimmuin.  the  contractor  wiU  be  required  to  bid  sufficient  haidware  to 
permit  the  Diyisum  of  Corporation  Finance  and  Investment  Bfanagement  to  ftillv 
i*^"*     order  to  accomplish  this  a  oont«cto?vro3d  SyTS 
bid  appronmately  500  workstations  and  suMcienc  additional  haidwanto  ra^ve^ 
store^sjMlyre  anj  di^eminate  the  workload-currently  more  than  six  miWonmp« 

Softwwe  will  be  extensive  and  wiU  fall  into  the  foUowing  major  categories-  oner- 
Srtfm'Srfo^SSS^''""**'**"'  P™*^  analytical  processing;  secSty; 

Mr.  Enoush.  What  percentage  of  EDGAR's  cost  will  result  from 
the  processing  requirements? 

Mr.  FoGASH.  Of  our  estimated  $50  million  cost  for  EDGAR  for  5 
^^^''eJ!^  estimate  that  roughly  $22.5  million  would  be  associated 
with  SEC  internal  processing,  of  which  we  will  have  spent  at  the 
end  of  the  i^pt  $9  million  for  hardware  and  software  that  would  be 
made  available  to  the  contractor. 

Mr.  Enoush.  You  are  telling  me  nearly  half  of  it,  then? 

Mr.  FooASH.  We  are  roughly  at  40  percent  of  the  $50  railUon 

CUBLa 

Mr.  English.  Can  you  estimate  what  percentage  of  the  informa- 
"on  "»  EDGAR  will  be  solely  in  the  interest  of  the  SEC? 

Ms.  Goodman.  Almost  none  of  the  information  that  we  require 
people  to  file  mth  us  is  solely  for  our  internal  purposes,  contrasted 
to  most  other  Government  agencies.  Most  of  the  information  we  get 
is  for  purposes  of  informing  the  investment  community,  so  it  is 
public  information— annual  reports  filed  by  companies,  quarterly 
reports,  et  cetera.  Most  of  the  information  filed  with  us  is  publicly 
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In  terms  of  the  number  of  people  looking  at  it  in  our  public  ref- 
erence rooms,  we  don't  have  statistics.  Our  dissemination  contrac- 
tor who  provides  the  service  of  selling  copies  of  the  information  to 
the  public  indicates  to  us  that  approzmiately  62  percent  of  the  doo> 
uments  they  microfiche  for  us,  which  are  most  of  our  documentSt 
are  requested  on  a  paid  boris  bymembers  of  the  public 

Mr.  English.  Some  of  the  SBCs  filings,  I  believe,  are  resold  by 
private  companies.  What  percentage  of  the  current  filings  has  de- 
veloped a  r^ale  market? 

Ms.  GooDiiAN.  That  is  the  62-percent  figure? 

Mr.  FoGASH.  I  would  like  to  clarify.  That  is  from  our  dissemina- 
tion contractor.  There  are  a  number  of  service  bureaus  that  work 
in  our  public  reference  room  that  also  sell  documents.  We  have  no 
detailed  information  of  what  documents  th^y  sell  There  are  specif- 
ic groups  who  also  do  the  ownership  reporting  forms,  forms  3's  and 
4's,  that  are  separate. 

Mr.  Shad.  In  response  to  vour  earlier  question,  private  vendors 
could  be,  of  course,  doing  tasks  EDGAR  does  if  they  could  handle  it 
fast  enough;  but  they  won't  be  able  to  handle  the  information  Cast 
enough,  or  as  fast  as  the  EDGAR  system,  lliey  are  taking  the 
paper  now  and  reformsfting  or  k^^ing  it,  putting  it  on  microfiche 
and  disseminating  it  to  their  subecnbers  and  customers. 

Mr.  English.  Mr.  DioGuardi. 

Mr.  DioGuardi.  Thank  you,  Mr.  Chairman. 

I  didn't  hear  adl  the  testimony,  but,  Mr.  Chairman,  let  me  make 
a  couple  of  comments. 

One,  as  a  certified  public  accountant,  I  am  very  much  concerned 
v/ith  the  abiUty  of  our  Government  agencies  to  gather  and  dissemi- 
nate information.  As  a  matter  of  fact,  having  been  in  Congress  now 
for  3  months— the  way,  I  understand  I  am  only  the  third  CPA 
ever  elected  to  Congress,  if  that  tells  you  something— having  been 
here  3  months,  it  seemB  tlutt  Congress  itse^  needs  a  better  data 
base  upon  which  to  make  meanmgful  decisions.  As  a  certified 
public  accountant  and  a  Congressman,  I  will  be  looking  careAilly  at 
all  methods  of  data  gathering,  retrieval,  dissemination. 

I  am  here  to  be  educated  a  little  bit  more  about  this  particular 
system.  I  will  have  some  questions  perhaps  at  other  meetings. 

Thank  you,  Mr.  Chairman. 

Mr.  English.  Mr.  Kleczka. 

Mr.  Kleczka.  One  question,  Mr.  Chairman. 

Again,  I  didn't  hear  the  testimony,  arriving  from  the  floor  late. 
However,  of  interest  to  me  is  whether  or  not  this  new  sjrstem  will 
increase  or  decrease  the  availability  of  financial  information  to  the 
public? 

Mr.  Shad.  It  will  accelerate  the  availability  of  financial  informa- 
tion to  the  public.  The  same  information  as  presently  required  on 
paper  will  be  available  instantly  as  it  is  fileid  with  the  SEC.  The 
investing  public,  securities  analysts,  others  throughout  the  country 
and  abr^d  will  have  instant  access  to  it  on  their  home  and  office 
computer  screens. 

Ms.  Goodman.  In  addition  to  being  available  faster,  it  will  also 
be  available  in  machine  readable  form  so  it  will  provide  the  capa- 
bility to  do  more  indepth  computer  analysis  without  waiting  to 
have  the  data  keypunched. 
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t«I£;i?r^"  ^'J^  ^''"i**  '"TS?  transformation  of 

material  from  one  form  to  another. 

Mr.  Klkzka.  If  I  need  this  information  and  don't  have  a  com- 
puter Mtworkmg  system,  how  do  I  access  it? 
to^  Shad.  ^«me  way  as  aU  others  that  presently  have  access 

Mr.  pKZKA.  Would  that  be  available  at  cost? 

Mr.  Shad.  Most  companies  make  it  available  to  their  sharehold- 
ers at  no  cost. 

Ms.  Goodman.  We  make  it  available, 
cosfor  ftS^^"  ^^^'^^  through  the  SBC,  it  is  made  available  at 

Jfa.  GooDi^.  There  is  a  modest  charge  for  reproduction. 
Mr.  Shad.  So  much  a  Mge. 

Ms.  Goodman.  EDGAS  will  increase  the  availability  of  informa- 
tion. All  the  current  avenues  available  today  of  getfing  copies  of 
SEC  dociments  mil  continue  to  be  available;  and,  inl^tiSrtbB 
fibngs  wiU  be  available  on  home  and  business  mm^ter  acreras 
K-S' JSif^  ^'  '^LJl?^^  jntimewillSECeverownthedata 
?^aL**t?'^i  1  ^  "^^.t  *=Se^  f  *o  ^  vendor? 

«  ^tJSS^-  ^'  ^  "^"^y?  ^  SBCs  data  base.  There  wiU  be 
no  rertnctions  on  the  st  .ndaiy  use  of  that  data  base.  We  current- 
»Ji?  V       J^'^^^i^'^^  rooms-in  Washington.  Chicago,  and 

has-which  are  roughly  15  across  the  countiy-we  would  have  ter- 
mmata  available  u^EDGAR  at  those  site/ So  it  would  dramati- 

SSL"^*  ^  *tf  areas  that  do  not  have  a 

public  reference  room  available  and  have  to  depend  upon  mail 
servii  ■?.  *■  -TT- 

^"^i^l  locations  with  reference  rooms,  it  is  cur- 

renUy  2  to  3  weeks  aftw-  the  submission  of  a  filing  before  a  micro- 
SSffi^P"    avaUable.  Under  EDGAR,  it  wiU  belS^essibte 
stantly  bv  computer  Moreover,  there  are  16  million  home  comput- 
A?„u}     I  ^®  estimates  are  that  will  more  than 

doiible  10  less  than  5  years.  There  are  42  million  investon.  So  a 

I®-l!!r*2^t "  **^f  T!?**^  -'ve  the  equipment, 

(^rtainly  by  the  end  of  thelecade,  there  will  be  a  lit  Irf  the 
matens  for  the  teleplvDne  connections  to  a  home  computer  to  be 
ftS^tiS  and  access  tWs 

Mr.  Kucr-A.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  English.  Thank  you,  Mr.  Kleczka. 

Mr.  Shad,  I  understand  the  contractor  is  going  to  have  to  invp^ 
some  $50  milUon  in  EDGAR.  In  anybody's  K,  that  is  a^  3 
lot  01  money. 

Viewing  the  cgntnurt  from  the  perspective  of  a  potential  bidder, 
do  you  consider  EDGAR  to  be  a  risky  venture? 
mJlLr'Jf^  *  broad-based  analysis  done  of  the 

SJ.'Sl  \^r,iT^-^^  bdhon  market  for  financial  informational 
^  '^fraction  of  that  would  support  the  capital  invest- 
mrat  that  we  estimate  would  be  required. 

hniv!il1f         5®  would  regulate  the  rates  at  which  the 

bulk  date  was  made  avaiUble  to  other  wholesalera,  if  you  will  or 
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others  that  would  use  it  for  disaemination  and  combine  it  with 
their  various  software  programs  to  permit  aU  kinds  of  comparative 
analyses  and  other  uses.  Historical  data  would  be  provided  on  a 
single  company  or  a  number  of  companiM. 

I  think  the  market  is  there.  The  speed  and  utihty  of  the  system 
is  such  that  we  believe  it  is  possible  to  be  very  attractive  to  private 

^^SK^Enolish.  Are  you  talking  about  the  study,  the  Mathematica 
study? 

Mr.  Shad.  Yes.  ,  ^  ...  *•  i 

Mr.  Enoubh.  That  is  the  one  that  supposedly  shows  potential 

demand,  as  I  understand  it?  j  •      (»o  uiiu^- 

Mr.  Shad.  The  overall  market,  as  I  mentioned,  is  a  $2  billion 
market.  Their  arithmetic  is  simply  assuming  60,000  subscribers  at 

$25  a  month.  . 

Mr.  Enoush.  Didn't  they  say  there  were  Potentially  as  many 
subscribers  to  this  service  as  there  would  be  to  the  Wall  btreec 
Journal?  Isn't  that  part  of  the  statement  that  was  made  with 
r«rard  to  the  potential  market?   

Mr.  Shad.  I  don't  recaU  that  specific  statement.  I  wouldn  t  argue 
with  it  I  don't  think  that  is  being  too  futuristic  to  anticipate  the 
prospect  of  much  of  the  information  that  corporate  executives  and 
investors  receive  com'ng  over  a  desk-top  screen. 

Mr  Enoush.  Also,  this  has  been  a  very  controvermal  report  it 
has  received  an  awful  lot  of  criticism  and  an  awful  lot  of  people 
have  strongly  disagreed  with  the  conclusions,  as  well. 

Mr.  Shad.  That  there  is  a  $2  billion  market  for  this  information.' 

Mr.  Engush.  ^cuse  me? 

Mr.  Shad.  Thw  argue  

Mr.  Enoush.  With  the  study.  .  i.    ^i.  «  ^-i 

Mr  Shad.  There  is  $2  billion  of  total  demand  for  the  financial 
gervice— this  type  of  information.  That  is  just  one  of  a  whole  senes 
of  things  people  need  to  have  currently,  fest-Butt^e  estimate,  I 
haven't  heard  argument  over  the  number  of  60,000  potential  sub- 
scribers at  $25  a  month.  That  isn't  a  very  ambitious  number.  It  is 
$18mUUonayearoutofa$2bUlionmarket. 
Mr.  Enoush.  What  rate  of  return  do  you  thmk  these  bidders  are 

Mr.  Shad.  I  think  it  depends  on  a  lot  of  things---the  extent  to 
which  bidders  have  ancillary  equipment  in  place,  whethe*-  they  are 
already  in  the  information  dissemination  busmess,  et  cetera.  Llow 
Jones,  for  instance,  is  one  of  the  three  primary  contractors  on  the 
present  system.  Arthur  Andersen  is  the  primary  contractor;  and 
IBM  and  Dow  Jones  are  part  of  the  team. 

Dow  Jones  disseminates  an  enormous  amount  of  mfoimaUon, 
every  Jay,  through  its  broad  tape,  »nd  by  other  means.  There  are 
others— LEXIS,  and  a  whole  variety  of  other  mformation  systems 
already  in  place.  So  the  question  is  whether  this  would  be  incre- 
mentel  to  a  contractor's  existing  activities,  or  a  new  system  adapt- 
ed specifically  to  this  market.  ,  ^ 

It  IS  hard,  therefore,  to  respond  to  the  percentage  of  return  quefr 

***Mr  Enoush.  If  you  are  going  to  go  out  and  invest  $50  million, 
you  are  going  to  bet  on  the  nose  that  this  is  going  to  be  a  winner. 
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You  have  to  have  fixed  in  your  mind  what  kind  of  rate  of  return 
you  are  going  to  get  in  order  to  make  that  kind  of  a  gamble  worth- 
while. 

I  guess  the  question  I  am  asking  you  is,  what  kind  of  rate  of 
return  do  you  think  the  bidders  are  going  to  have  to  have  before 
they  are  willing  to  take  that  kind  of  risk? 

Mr.  Shad.  I  horestly  believe  it  could  range  all  the  way  from  a 
lOM  leader  to  a  high  profit  potential  for  a  bidder  to  take  it  on.  In 
other  words,  if  it  really  increases—again,  if  it  is  inci^mental,  you 
don  t  need  to  have  a  high  rate  of  return.  It  sounds  like  a  big 
number,  and  it  is— but  the  future  potential  is  so  enormous,  I  think 
It  could  range  from  a  marginal  rate  of  return  to  an  attractive  rate 
of  return. 

If  you  want  rae  to  pick  a  number  out  of  the  air,  I  thmk  it  de- 
pends on  alternative  commitments  by  coimanies.  What  are  their 
altemativw?  Where  is  the  industry  going?  What  is  the  competition 
(fomg?  If  they  don  t  get  on  board  now,  where  will  the  market  be  at 
the  end  of  the  decade?  Will  they  be  left  at  the  starting  gate?  I 
think  there  are  so  many  factors. 

The  financial  printers  have  a  big  stake  in  electronic  dissemina- 
tion of  mformation,  because  up  until  now  they  have  been  the  sole 
sources  of  putting  together.  There  are  very  laurge  financial  printers 
throughout  the  country  setting  up  facilities  to  be  the  transmission 
facility  for  issuers— for  the  registrants.  ReaUy,  the  r^istrants  are 
only  the  beginning  of  this,  as  far  as  the  SEC  is  concerned. 

We  have  over  10,000  publicly  owned  companies  coming  on.  But 
n^ve  over  6,500  broker-dealers  that  file  information  with 
V  -  SBC.  That  could  be  handled  more  efficiently  over  this  EDGAR 
L,  ovem  without  the  same  degree  of  need  to  disseminate  that  infor- 
mation. It  is  more  for  internal  SEC  uses. 

We  have  a  great  number  of  investment  companies  out  there  that 
have  to  disseminate  information  to  the  public.  We  are  really  start- 
ing with  a  big  piece  of  the  iceberg,  but  by  no  means  all  of  it.  I 
think  the  potential  is  so  great  that  the  m^or  companies  in  the 
field  would  have  to  carefully  consider  whether  or  not  to  compete 
for  this  opportunity. 

Mr.  English.  I  don't  question  the  fact  we  have  an  awful  lot  of 
people  out  there  disseminating  information,  trying  to  disseminate 
information.  The  thing  that  troubles  me  a  little  bit,  though,  is  that 
It  would  seem  to  me  that  if  we  are  going  to  go  in  and  take  a  look  at 
a  wstem  that  is  this  mammoth,  this  revolutionary,  this  new  aiJ 
Afferent— certainly  this  one  is  new  and  different— excuse  me, 
that  s  my  beeper. 

Mr.  Shad.  If  you  had  an  EDGAR,  you  would  be  getting  a  stock 
quote  on  it. 

Mr.  English.  Given  that  fact,  I  would  think  you  would  have  a 
pretty  good  idea.  You  talk  to  a  lot  of  folks  out  there  that  are  inter- 
Mted  in  getting  into  this.  Anybody  that  is  interested,  I  imagine  you 
have  talked  to  them  by  now.  You  have  a  good  idea  of  what  they 
have  in  mind  for  it.  You  have  a  good  idea  what  kind  of  rate  of 
return  they  would  have  to  have  in  order  to  make  this  thing  fly. 

Mr.  Shad.  We  don't  have  the  latter.  I  can't  say  we  know  what 
their  expectation  is. 
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Let  me  add  another  effort  we  are  abo^t  to  engage  in,  to  be  able 
to  be  more  responsive  to  your  '^uestion.  That  is,  we  plan,  in  June, 
the  month  after  this,  to  put  out  a  presoUcitation  document  which 
will  be  the  substantial  equivalent  or  the  request  for  proposal  docu- 
ment In  other  w<nds,  it  will  be  in  much  greater  detail  than  any- 
thing we  put  out  up  to  now. 

We  are  asking  potential  bidders  to  comment.  Wa  ma^  have  to 
modify  our  approach.  We  are  going  to  try  to  test,  in  effect,  what 
the  market  is  and  who  is  interested  in  it  and  on  what  basis.  So  we 
will  have  more  information  at  that  point  to  try  to  adapt  the  propos- 
al, the  final  proposal  that  will  be  put  out  in  the  fall,  to  the  real 
world. 

Mr  English.  You  think  it  is  reasonable  to  estimate  that  the  con- 
tractor is  ^oing  to  have  to  have  revenues  in  the  neighborhood  of 
$15,  $20  million  a  year  in  order  to  get  a  fair  return  on  his  invest- 
ment? 

Mr.  Shad.  Yes.  I  think  that  is  a  very  realistic— in  fact,  probably  I 
think  the  potential  revenues  are  greater  than  that.  I  think  that  is 
a  reasonable  minimum  expectation. 

Mr.  English.  Why  would  a  company  want  to  be  a  contractor  for 
EDGAR  if  it  can  buy  all  of  EDGAR's  information  without  making 
any  capital  investment? 

Mr.  Shad  Because  the  prime  contractor  will  be  permitted  to  sell 
the  bulk  data  to  other  contractors  or  other  users  at  a  profit,  at 
enough  to  recover  a  reasonable  return  on  its  investment.  It  will 
also  be  in  a  very  good  position  to  compete  with  the  other  users*  the 
whole  marketpmce,  on  a  value-added  basis.  I  would  expect  that  the 
prime  contractor  would  also  develop  software  systems  and  other  fa* 
cilities  in  competition  with  cdl  of  them  out  there  to  provide  similar 
services  with  the  expectation  of  profit. 

Mr.  English.  I  guess  the  thing  I  keep  wondering  about,  though, 
is  everybody  eoing  to  have  access  to  this  information? 

Mr.  Shad.  Yes. 

Mr.  English.  You,  as  the  prime  contractor,  are  going  to  have  it; 
your  competitors  will  have  it. 

Now,  why  would  I  want  to  go  out  and  risk  or  invest  $60  million 
when  I  am  going  to  be  able  to  get  the  same  information  if  I  sit 
back  and  wait?  Just  let  the  contractor  build  it,  and  I  will  buy  it 
from  them. 

Mr.  Shad.  You  will  pay  more  than  their  cost. 
Mr.  English.  $50  million  worth? 

Mr.  Shad.  If  I  were  a  potential  competitor  for  this  service,  or  the 
prime  contractor  for  it,  I  would  take  into  account  the  return  on  the 
investment  and  Uie  business  opportunity.  I  think  the  opportuni^ 
costs,  if  you  will,  if  you  are  not  the  prime  contractor,  are  signifi* 
cant. 

Ms.  Goodman.  Also,  the  prime  contractor,  even  thouffh  he  makes 
the  data  available  to  other  users  and  sellers  of  the  data,  will  be 
much  more  familiar  with  the  internal  structure  of  the  data  base. 
So,  while  other  competitors  will  have  access  to  the  dsla  base,  th^ 
will  probably  have  to  develop  additional  software  to  make  use  m 
the  data  base  in  such  a  way  to  sell  it  to  investors  while  the  prime 
contractor  will  be  more  familial*  with  the  structure  of  the  data 
base. 
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Mr.  English.  That  still  sounds  to  me  like  it  would  be  a  lot  easier 
route  to  t-ivel,  though.  You  are  soing  to  have  aU  the  hei-^uiches, 
the  big  mvestment  up  front.  And  the  other  side  of  that  is,  well,  you 
may  not  be  quite  as  familiar  initially  with  the  data  base  but  it  isn't 
going  to  take  you  long  to  figure  that  data  base  out. 

By  the  same  token,  you  may  need  additional  software,  but  it  is 
nothing  like  the  type  of  development  you  have  to  have  if  you  ai^ 
the  prime  contractor. 

I  guess  it  sounds  like  the  SEC  has  something  of  a  dilemma  in 
this  matter.  On  the  one  hand,  if  the  contractor  is  given  too  much  of 
an  advantage,  it  is  going^to  be  unfair  to  the  competitors  in  the  in- 
formajbon  businees;  and,  in  fact,  there  could  be  a  de  facto  monopoly 
oyer  SEC  data.  But,  on  the  other  hand,  if  the  contractor  is  not 
given  eno^  of  an  advantage,  you  won't  have  anybody  seeking  the 
contra^.  You  are  between  a  rock  and  a  hard  spot  on  that 

Mr.  Shad.  I.  don't  think  that  is  a  dilemma.  That  is  a  common 
buaineM  problem,  if  you  will,  that  you  have  to  oe  responsive  to.  I 
don  t  thmk  it  is  uausual  I  think  it  is  a  common  situation  where 
companies  all  the  time  are  weighing  building  a  new  plant,  putting 
150  million  into  it,  and  what  the  poter*ial  market  will  be;  what  the 
conq>etitive  situation  will  be. 

Mr.  Enoush.  I  am  not  talking  about  their  dilemma  I  am  talking 
about  your  dilemma  at  the  SEC. 

Mr.  Shad.  I  wouldn't  characterize  it  as  a  dilemma.  We  have  had 
17  years  experience  with  a  very  similar  contract  approach  with 
^lofure.  Inc.  We  have  been  doing  this  sort  of  thing  with  micro- 
fiche for  17  years,  with  a  sole  contractor,  on  a  noHX)etbasis.  So  it  is 
not  as  if  we  are  trying  to  mvent  the  wheel  as  far  as  dealing  with 
this  sort  of  a  contract. 

Mr.  Enoush.  One  last  question;  then  we  have  to  break  for  a 
vote.  I  hope  we  won't  have  too  many  of  these.  We  may  have  several 
tmrough  the  afternoon.  You  have  to  bear  with  us,  if  you  would. 
Then  I  will  let  my  colleagues  ask  any  questions  that  may  occur  to 
them. 

Information  industry  companies  tell  us  it  can  take  a  long  time— 
m  fact,  it  can  take  many  years— to  develop  a  market  for  mforma- 
tion  services.  You  can't  always  guess  what  the  public  may  want  as 
far  as  those  markete  are  concerned.  How  can  you  be  sure  there  will 
be  a  market  for  the  services  that  EDGAR  provides?  Is  there  any 
certamtv  in  this  at  all? 

Mr.  Shad.  I  believe  there  is.  Right  now.  Standard  &  Poor's, 
^oody  s,  the  Wall  Street  Joumal,  Value  Line— there  are  all  kinds 
of  companies  m  the  business  of  taking  the  SEC  filings  and  other 
mformation  and  putting  it  into  various  formats  for  analysis  and 
dissemination  to  investors. 

I  think  the  best  testimonial  to  the  demand  is  the  100  million 
sharwthat  are  trading  on  the  New  York  Stock  Exchange  in  a  day 
now.  The  public,  institutional  interest,  the  demand  for  current,  re- 
liable financial  data,  the  faster  the  better,  is  enormous.  I  have  no 
reservation  that  the  market  is  there. 

Mr.  Enoush.  We  will  recess  for  the  vote. 

S'ecess  taken.] 
r.  English.  Mr.  Shad,  what  controls  do  you  envision  being  im- 
posed on  the  resale  operations  of  the  contractor? 
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Mr.  Shad.  The  wholesale  price  to  other  bulk  users  would  be  sub- 
ject to  approval  by  the  Commiseiou,  similar  to  the  present  micro- 
fiche operation. 

Mr.  Engush.  Would  this  include  prices?  Would  you  have  some 
type  of  price  control  on  how  much  tney  can  chaise  for  that  infer- 
mation  and  then  how  much  can  b^both  the  wholesale  and 
retail— I  suppose  that  would  be  ^e  proper  words  to  use? 

Mr.  Shao.  Yes.  On  the  wholesale  side. 

It  would  be  subiect  to  annual  audita  an  J  review.  Not  on  the  sale 
of  the  value-addea  servicei  but  on  the  bulk  sales. 

Mr.  Engush.  I  guess  then  the  question  arises— and  I  think  thin 
was  fairly  obvious— why  are  the  controlSi  in  your  opinion,  neces- 
sary? 

Mr.  Shad.  To  prevent  unconscionable  profits  or  anticompetitive 
..:dvity  by  the  primary  vendor. 

Mr.  Engush.  Doesn't  the  need  for  some  r^^ulaiion  reaUy  point 
out  that  it  is  essentially  an  awKward  state  that  the  EDGAR  con- 
tractor is  in?  It  is  kind  of-^n  the  one  heaaff  while  we  are  trying  to 
get  this  information  out,  we  want  to  mike  it  available  to  the 

Eublic.  It  is  information  that  is  collected  by  the  U.S.  Government, 
lut  then,  on  the  other  hand,  we  are  over  here  contracting  with  a 
private  company  to  handle  it  and  get  it  out  for  us. 

We  are  kind  of  in  there  neither  fish  nor  fowl?  Do  you  feel  that  is 
awkward  at  all? 

Mr.  Shad.  It  is  not  unprecedented.  It  has  been  going  on  for  a 
long  time,  both  within  the  SEC  and  other  Government  agencies.  It 
is  not  unique  in  the  sense  we  are  doing  something  that  has  not 
been  done  before. 

Ms.  Goodman.  For  example,  in  our  disclosure  contract,  we  regu- 
late what  the  contractor  can  charge  for  basic  service  in  terms  of 
coming  into  our  reference  room  and  making  a  copy  or  by  mail  re- 
questing a  copy.  But  tha  contractor  offers  cul  kinds  of  value-addkl 
cervices,  such  as  promising  to  have  a  ten  ier  offer  document  avail- 
able in  New  York  2  hours  after  it  is  filed  m  Washington.  That  kind 
of  service  is  not  regulated  at  all.  So  we  have  both  th*;  r^ulated 
side  and  the  unregulated  value-added  service  available  today. 

Mr.  Ehgush.  Will  all  the  information  in  EDGAR  be  public  infor- 
mation? 

Mr.  Shad.  Virtually  all. 

Ms.  GooDBiAN.  Confidential  treatment  requests  on  certain  of  the 
information  filed  with  us  are  nonpublic.  But  in  the  pilot  we  handle 
that  by  jus  .,  making  sure  that  information  is  only  available  inter- 
nally. 

Mr.  Engush.  Does  the  SEC  have  the  authority  to  control  the 
access  to,  use  of,  and  redisclosure  of  any  of  this  public  information? 

Mr.  Sh  ^.  The  Commission  generally  does  not  have  authority  to 
control  the  use  or  redisclosure  of  pubuc  information.  With  respMSCt 
to  contrrllir J  access,  the  Commission  does  have  some  authority. 
For  example,  rnder  the  Freedom  of  Information  Act,  ageiicies  may 
set  hov^  ani  places  for  viewing  documents  and  may  charge  a  I'^a- 
sonable  cost  for  reproduction. 

EDGAR  ¥dll  result  in  improved  access  to  information.  The  Com- 
mission will  take  steps  to  ensure  that  its  contractor  provides  access 
to  the  data  base  to  other  information  disseminators.  For  example. 
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we  do  not  anticipate  that  the  contractor  would  have  any  tfjning  ad- 
vantage over  other  users.  Moreover,  we  are  considering  a  require- 
ment that  if  the  contractor  offers  value-added  services,  it  must  oav 
for  the  use  of  the  data  base. 

It  also  should  be  noted  that  the  access  provided  by  the  ontractor 
ana  other  information  disseminators  will  be?  in  addition  to  access  to 
the  iiuormation  in  the  Commission's  public*  reference  rooms 
throughput  the  country  and  access  to  the  information  of  paper  and 
microfiche 

Mr.  English.  Will  there  be  any  restrictions  of  any  type  for  the 
use  or  resale  of  information  obtained  from  EDGAR? 
Mr.  Shad.  Any  restrictions  on  the  resale? 
Mr.  Engush.  Right;  on  the  use  or  resale? 

Mr.  Shad.  Again,  not  at  the  retail  level;  but  at  the  wholesale 
level,  y^.  There  would  be  controls  at  the  wholesale  level  on  the 

Encmg.  But  at  the  retail  level  or  the  value-added  level,  that  would 
e  at  a  competitive  market  rate. 

Mr.  Engush.  What  would  the  SEC  do  if  it  had  unlimited  funds 
to  set  up  its  own  mformation  system,  or  any  information  system? 

Mr.  Shad.  I  think  EDGAR  would  be  the  most  cost-effective  ap- 
proach. That  is  what  we  probably  would  be  doing  even  with  unlim- 
ited funds. 

Mr.  English.  V  you  had  unlimited  funds,  would  you  contract  it 
out? 

Mr.  Shad.  I  think— ves.  I  think  we  would  still  be  doing  it  the 
y/ay  we  are  domg  it.  The  reason  I  believe  that  is  we  would  still  try 
to  do  the  most  cost-effective  job  we  could.  I  don't  thiiik  we  could  do 
It  nhouse,  if  you  will,  on  a  more  cost-effective  basis  than  we  are 
proposmg  to  do. 

Mr.  Engush.  Mr.  Neal,  any  questions? 

Mr.  Neal.  No,  thank  vou,  Mr.  Ch-^irman. 

r^T^^TiiF^^!?";        ^^^^^  ^  **°P®        ^ve  a  lot  of  luck  with 
« •         frankly,  it  seems  to  me  like  you  may  need  it. 
Mr.  Shad.  Luck  always  he:o8. 

Mr.  English.  I  also  think  tlie  SEC  may  be  proceeding  a  little  too 
quickly  m  this  matter.  It  seems  there  are  some  imanswered  ques- 
tions about  EDGAR.  PerrwnaUy,  I  cannot  understand  why  anyone 
would  b  walmg  to  invest  $50  million  in  EDGAR.  It  is  far  from  cer- 
tam  that  £  contractor  would  be  able  to  recover  nis  investment,  let 
alone  make  a  profit.  As  I  stated  earlier,  if  I  were  a  businessman,  I 
would  much  rather  see  my  competitor  go  out  and  invest  this  $50 
million,  withm  .he  contract;  then,  buy  the  information  from  him, 
rather  than  do  it  on  my  own. 

Nevertheless,  we  certainly  will  be  watching  progress  that  you 
make.  It  is  just  possible  that  this  thing  will  work  out  after  all.  We 
all  hope  that  it  will. 

In  any  event,  the  whole  Government  will  be  able  to  learn  a  lot 
from  your  experience.  I  just  hope  it  doesn't  cost  the  contractor  too 
much.  I  also  hope  you  don't  return  to  Congress  in  a  few  years  and 
^  ^^^^  ^  ^  contractor  who  is  losing  his  shirt 

on  EDGAR.  Oertainly,  I  don't  think  that  under  those  conditions 
that  you  would  receive  a  warm  reception. 

Again,  wft  wish  you  luck.  I  want  to  thank  you  very  much  for 
your  testimony. 
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Mr.  Shad.  May  I  respond  briefly  to  a  couple  of  items? 

In  terms  of  the  speed  with  which  we  have  moved,  we  started  in 
February  1983,  spent  about  a  year  on  just  feasibility,  without 
spending  any  money,  but  lust  deciding,  determining  what  we  were 
proposing  to  do  was  feasible  in  terms  of  existing  equipment,  both 
hardware  and  software.  Then  we  spent  another  year  bringing  the 
pilot  on.  So  there  were  2  years  in  there. 

Now,  the  pUot  is  a  2-vear  operation.  It  has  been  on  for  7  months 
now;  working  beautifully. 

By  my  experience  on  Wall  Street  during  the  late  sixties/early 
seventies  when  Wall  Street  darned  near  had  to  close  down  because 
of  the  paperwork  crunch-^remember,  they  had  to  suspend  trading 
hours.  Thev  couldn't  handle  20  million  shai«  days  back  to  back. 

Today,  tney  are  handled  routinely  because  of  the  telecommunica- 
tion  faculties  in  place.  The  SEC  is  playing  catch-up.  We  are  in  that 
same  business  of  handling  tons  of  paper  manually. 

What  we  are  trying  to  do  is  dramatically  improve  the  process.  No 
comparable  improvement  has  occwTed  in  the  60  vears,  nal'  a  cen- 
tur}r,  that  these  rules  and  laws  have  been  on  the  books  where  com- 
panies had  to  make  this  information  available. 

In  some  sense,  we  are  just  getting  into  the  20th  century.  In  fact, 
we  want  to  leap-froff  into  the  2l8t  century  and  do  a  ^  tor  the  in- 
vesting  public,  which  is  to  make  this  information  available  instant- 
ly. It  is  terrific  if  we  cin  accomplish  that 

I  think  I  have  much  greater  confidence  than  just  hope.  I  think 
the  market  is  enormous.  The  opportunity  to  serve  the  public  is  so 
great  that  there  will  be  more  them  adequate  interest  in  the  project 
But  we  are  trying  to  safety  factor  it  by  going  out  with  this  pre«o- 
licitation  document  which  will  provide  potential  bidders  with  the 
information  they  would  otherwise  normally  not  receive  until  they 
were  asked  to  submit  a  proposal.  We  can  therefore  adapt  our  final 
rec^uest  for  proposals  to  the  response  that  we  receive  firom  tiie  pre- 
sohcitation. 

Mr.  English.  We  ,^rtainly  don't  disagree  as  far  as  automation.  I 
agree  with  you  wholeheartedly. 

I  suppose  the  question  in  my  mind  is  whether  this  is  the  right 
way,  the  only  way,  or  the  best  way  to  proceed.  Your  objective  I 
think  we  all  wholeheartedly  endorse.  As  I  said,  again,  I  certainly 
hope  that  you  are  correct  and  hope  it  works  out  well  We  will  be 
keeping  an  eye  on  it 

Mr.  Shad.  Thank  you  very  much. 

Mr.  English.  Mr.  Liflfatfoot,  do  you  have  any  questions? 

Mr.  LiGHTTDOT.  No,  Mr.  Chairman.  Thank  you. 

Mr.  English.  Thank  you  ve^  much.  Mi .  Sha^A. 

Next  we  will  have  a  panel  and  tiy  to  ge^  their  testimony  in 
before  we  have  anotbj^r  vote:  Mr.  Peter  Marx,  general  counsel  for 
the  Information  Industry  Association,  and  he  is  going  to  be  accom- 
panied by  David  Peyton;  and,  Bei^amin  Cooper,  semor  vice  presi- 
dent for  government  afTaiiBt  Financial  Printers  of  America.  I  want 
to  welcome  each  of  you  here. 

Mr.  Marx,  I  guess  we  will  let  you  begin  with  your  usstimonv.  If 
any  of  you  wotud  like  to  summarise  your  testimony,  without  objec- 
tion the  full  and  complete  written  testimony  will  be  made  part  of 
the  record. 
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STATEMENT  OF  PETER  BIARl  ,  GENERAL  COUNSEL,  INFORAIA. 
TION  INDUSTRY  ASSOCIATION,  ACCOMPANIED  BY  DAVID 
PEYTON,  uIRECTOR,  GOVERNMENT  RELATIONS 
Mr.  Marx.  Thank  you,  Mr.  Chairman. 

I  would  like  to  summarize  the  statements  in  our  formal  submis- 
sion. 

I  sm  Peter  Marx,  a  partner  in  the  Boston  law  firm  of  Goulston 
and  Storrs.  I  am  speaking  today  on  behalf  of  the  Information  In- 
dustry Association,  which  I  serve  as  general  counsel  and  a  director. 
Joining  me  this  afternoon  is  David  Peyton,  director,  government 
relations  of  the  IIA. 

The  Information  Industry  Association  is  a  trade  association, 
founded  m  1968,  serving  companies  involved  with  the  generation, 
distribution  and  use  of  informaticm.  The  IIA  represents  nearly  400 
information  publishers  and  information  service  organizations. 

We  welcome  this  aflemoon's  hearing  to  consider  the  larger 
policy  issues  raised  by  the  electronic  filing  activities  of  Government 
agencies. 

^ij^  the  first  migor  Federal  electronic  filing  program,  the 
EDGAR  project  carries  enormous  significance.  Many  aspects  of  the 

Sroject  are  precedential.  Without  question,  numert  j  Federal, 
tate,  and  local  agencies  will  be  watching  the  Securities  and  Ex- 
change Commission's  actions  and  will  be  pursuing  electronic  filing 
themse  ves  m  the  next  several  years.  We  commend  the  SBC  for  its 
forward-looking  imtiative. 

Mr.  Chairman,  our  overall  theme  is  that  only  multiple,  diverse, 
ai^  specific  information  services  can  meet  the  information  needs  of 
difierent  users,  including  Federal  agencies.  The  only  way  for  such  a 
diversity  to  arise  is  for  users  to  express  their  demands  in  market 
terms  through  willingness  to  pay,  with  entrepreneur?  identifying 
and  servmg  expressed  needs  aixi  wants. 

Our  vision  for  the  future  is  that  Federal  agencies  will  add  their 
demand  to  existing  outside  private  demand  for  information  of  vari- 
ous fands  m  a  wide  array  of  formats.  By  so  doing.  Federal  agencies 
will  become  a  powerful  propulsive  force  dri'  ing  even  greater  devel- 
opment in  highly  refined  information  services.  More  spedficaUy, 
we  wish  to  present  eight  basic  points  which  represent  the  consen- 
sus  of  our  members  on  electronic  filing.  Let  me  summarize  before 
going  into  each  issue  in  more  detail. 

First,  as  each  agency  commences  its  planning  and  preparation,  it 
should  determine  its  own  functional  requirements  or  demand.  It 
should  then  make  the  same  inquiry  for  outside  users  in  the  inter- 
ested public  and  compare  the  resulto. 

Second,  Government  agencies  should  place  p^mary  reliance  on 
the  private  sector  for  fulfillment  of  their  own  requirements  or 
demand  as  well  as  outside  requirements  or  demand. 

Third,  in  procuring  services  from  the  private  sector,  agencies 
should  consider  separate  contracts  for  basic  and  value-added  func- 
tions. 

Fourth,  in  line  with  the  multiple  functions  of  electronic  filing 
systems,  agencies  should  expect  to  fund  their  operations  from  a 
mix  of  fiiing  fees,  appropriations,  and  user  charged.  Any  reliance 
on  barter  should  be  limited  in  scope. 


ERLC 


Fifth,  oongreesional  oversight  should  focus  on  th<i  maintenance  of 
open,  nonrestrictive  infonnation  policies,  with  any  zceptions  clear- 
ly authorized  should  they  prove  necessary. 

£  jcth,  agencies  should  be  careful  not  to  create  the  appearance  or 
possibility  of  conflict  of  interest  with  the  primary  vendor  or  ven- 
dors. 

Seventh,  agencies  should  certify  electronically  filed  data  base 
records  as  official. 

Elighth,  to  provide  needed  outside  perspective,  agencies  should 
seek  th3  advice  of  the  interested  and  expert  outside  groups  which 
will  be  provi^nff  and  usin^  the  relevant  qrstems  and  information. 

Now  let  me  take  each  pomt  in  turn. 

One,  needs  and  market  assesBment:  An  agency's  own  intmial 
needs  may  or  may  not  resemble  private  market  demand  for  the 
data  in  question.  Agencies  should  not  assume  that  a  congruence 
will  eziflt  llie  Government  staff  user  may  well,  have  different  re- 
quirements for  timeliness,  format,  and  content  from  outside  users. 

Accordingly,  the  teclmology  best  suited  for  internal  Government 
use  may  not  also  be  the  best  for  the  different  requirements  of  out- 
side users,  and  hence,  the  service  designed  for  internal  agsnqr  use 
may  be  less  marketable  than  any  of  a  variety  of  other  services. 

To  assess  the  reroective  private  markets  for  machine-readable 
data,  agencies  will  nave  to  turn  to  survey  research.  Aiieaiy,  the 
SEC  and  the  Federal  Maritime  Commission  have  done  so.  However, 
we  have  a  concern  about  the  use  of  the  front^end  studies,  wbMiBt 
concept  testing  or  genuine  market  research,  as  grounds  for  agenqr 
decisionmaking. 

For  example,  the  study  done  for  the  SEC  by  Mathematica,  Inc., 
took  place  before  there  was  a  clear  definition  of  what  the  EDGAR 
system  would  look  like  in  operation.  Without  a  clear  picture  of 
what  was  involved,  and  without  any  financial  commitment,  re- 
spondents would  naturally  tend  to  respond  positively  to  very  gener- 
al questions. 

Furthermore,  a  concept  test  or  trial  should  not  be  confused  with 
more  detailed  market  research.  Favorable  respondents  in  such  a 
surv^  should  not  be  ccmsidered  customers  that  an  agency* s  vendor 
can  mtimately  count  on.  We  are  not  sajdng  that  agendes  should 
avoid  exploratory  questionnaii  ^  of  this  type.  We  are  saying  that 
their  resua^a  should  be  interpreted  prudently  and  not  be  confused 
with  testing  acceptance  of  a  well-denned  or  nearly  completed  serv- 
ice. 

Two,  procurement  from  ttie  private  sector:  To  meet  society's 
needs  for  information,  we  believe  that  policy  should  place  primary 
reliance  on  the  private  sector  and  an  open  and  con^petitive  infor- 
mation marketplace  rather  than  on  the  public  sector  for  providing 
information  products  and  services.  Indeed,  the  health  and  viability 
of  the  financial  information  sector  can  be  attributed  in  part  to  the 
lack  of  any  significant  Government  competition. 

For  example,  there  are  over  50  information  companiei  selling 
stock  price  information  and  related  services.  They  produce  a  varie- 
ty of  information  content  in  a  wide  arrav  of  formats.  Only  this 
kind  of  diversitv  can  meet  the  needs  of  all  users,  whether  institu- 
tional or  individual. 
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Let  U8  note  that  there  are  two  distinct  levels  or  stages  at  which 
pi'xnirement  policy  should  come  into  play.  The  more  obvious  level 
IS  the  A-76  level;  that  is,  the  resolution  of  a  "maVe  or  buy*'  choice 
tor  som^  new  Government  requirement  or  prograni. 

Prior  to  that,  however,  an  agemcy  ou^t  to  have  conducted  a  sys- 
tematic canvass  of  existing  private  sector  capabilities— service  hy 
service,  function  by  "unction— to  see  whether  the  agency  needed  to 
conduct  any  procurement  action  more  complicated  thim  a  simple 
cash  purchase  of  existing  services. 

This  latter  point  is  sometimes  missed.  It  relates  crucially  to  an 
agenc3r^s  assessment  of  the  demands  for  information  services  in  its 
area  of  jurisdiction,  whether  from  outside  users  or  from  its  own 
staff. 

Three,  agencies  should  preserve  fair  competitive  conditions. 
When  an  agency  lets  a  contract  for  a  complex,  mixed-use  sfystem, 
the  primary  systems  vendor  may  have  several  functions  to  per- 
form, including  facilities  management,  internal  staff  support,  and 
selling  raw  or  bulk  data  at  wholesale  to  other  vendors. 

In  addition,  the  incumbent  vendor  may  vnsh  to  enter  the  value- 
added  services  field.  If  it  did,  it  might  exqoy  a  competitive  advan- 
tage relative  to  other  value^ulded  vendors  of  enhanced  services. 
How  agencies  can  contract  with  their  incumbent  vendors  to  enter 
this  Held  while  not  lending  an  artificial  competitive  advantage  to 
them  over  outside  value-added  vendors  is  a  serious  matter  for  agen- 
cies to  resolve. 

The  key  is  that  an  agency  need  not  regard  its  electronic  filing 
project  as  an  indivisible  whole.  An  fa^-^ncy  couM  well  divide  the 
project  into  at  least  two  subsystems  to  be  separately  handled  and 
separately  procured.  The  contract  for  the  subsystem  devoted  to  in- 
ternal processes  would  essentially  be  a  date  processing  facilities 
management  contract. 

On  the  other  hand,  the  contract  for  the  "external"'  subsystem 
would  involve  receipt,  storage  and  dissemination.  The  contractor 
for  the  external  system  may,  if  it  wishes,  sell  enhanced  producto  at 
whatever  price  it  determines  appropriate.  The  internal  system  con- 
tractor  would  be  explicitly  prohibited  from  selling  any  information 
it  developed  in  the  course  of  performing  ite  duties  under  ite  con- 
tract. 

The  external  contractor  should  be  required  to  sell  to  all  who 
wish  to  purchase  information,  either  in  bulk  or  individual  subsete. 
There  should  be  no  discrimination  of  any  sort  based  on  the  identity 
of  the  user  or  buyer. 

Mr.  Enoush.  We  are  going  to  have  to  vote.  Excuse  me. 

[Recess  taken.] 

Mr.  Engush.  Af  r.  Marx,  please  proceed. 
Mr.  Marx.  Thank  you,  Mr.  Chairman. 
I  will  skip  some  of  the  other  sections. 

The  next  section  is  paying  for  electronic  filine  systems.  Few  poli- 
cies set  by  Congress  can  be  more  fundamental  than  that  in  title  31, 
that  the  Government  lives  and  runs  by  appropriated  funds.  We  see 
no  reason  for  Congress  to  depart  from  ite  basic  appropriations  and 
oversight  functions  with  respect  to  electronic  filing. 

We  recognize  the  appeal  which  ofT-budget  agreemente  will  have 
in  years  of  enormous  Federal  deficite  and  agency  budget  cutbacks. 
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Upon  inspection,  however,  an  assertion  is  being  made  that  the  Gov- 
ernment can  conduct  its  business  better  by  barter  than  by  cash.  We 
find  this  acceptable  only  under  limited  circumstances. 

Appropriated  funds  should  be  relied  on  in  two  distinct  circum- 
stances. First,  agencies  should  clearly  bear  the  cost  of  the  internal 
IMirt  of  an  electronic  filing  system  dedicated  to  staff  support  Fur- 
thermore, ae^ncies  should  also  bear  their  share  of  costs  of  oper- 
ating any  mixed-use  retrieval  system  that  serves  both  Government 
staff  and  public  users. 

Filers  and  public  users  should  also  contribute  their  share  to  the 
financing  of  the  sjrstem  from  which  they  directly  benefit 

The  matter  of  public  user  charges  or  fees  has  generated  some  dis- 
cussion. Some  agencies  have  traditionally  maintained  public  refer- 
ence rooms  operated  entirely  out  of  appropriated  funds  and  with- 
out any  user  fees,  even  from  fiiU-time  im>fessional  practitioners  re- 
lying on  the  agency's  livelihood.  However,  these  user  groupb,  such 
as  trademark  practitioners,  have  no  special  obUI  on  the  Treasury  to 
provide  them  with  essentially  unlimited  tax-supported  information 
services. 

Moreover,  by  giving  away  on-line  access,  the  Government  could 
establish  a  damaging  price  perception  that  the  information  were 
neither  costly  nor  valuable.  We  do  recognize,  however,  that  in  some 
instances  it  may  be  in  the  public  interest  for  the  agency  itself  to 
assure  access  by  those  who  might  have  (hfficulty  in  paying. 

Five,  special  statutory  authority  for  resale:  Agencies'  budgetary 
constraints  are  pushing  them  toward  finding  ways  to  make  tihe  po- 
sition of  systems  vendor  a  more  valuable  consideration,  so  as  to  in- 
crease bidders'  willingness  to  provide  the  required  services  to  agen- 
cies for  lesser  dollar  outlavs.  One  proposal  is  to  restrict  or  prohibit 
resale  of  "raw''  or  "bulk '  data  in  machine-readable  form  at  the 
wholesale  level. 

For  in  the  absence  of  any  restrictions,  resellers  will  quickly  push 
the  price  down  yeiy  close  to  marginal  reproduction  cost.  This  raises 
copyright  and  Freedom  of  Information  Act  questions  and  will  prob- 
ably require  special  legislation. 

Finally,  Mr.  Chairman,  we  see  one  additional  element  as  essen- 
tial to  a  successful  electronic  filing  effort.  For  an  agency  to  be  sure 
that  it  adequately  comprehends  the  choices,  values,  and  interests 
touched  by  electronic  fling,  it  should  consult  with  the  full  array  of 
outside  groups  greatly  affected  by  a  transition  to  electronic  filing. 

If  an  agency  were  to  take  initiative  itself,  we  expect  it  would 
have  to  comply  with  the  procedural  formalities  of  the  Advisonr 
Committee  Act.  That  course  would  certainly  satisfy  our  conce/n,  al- 
though we  do  not  say  that  the  necessary  consultation  must  take 
this  form. 

Mr.  Chairman,  this  concludes  our  survey  of  the  b  jic  issues  re- 
garding electronic  filing  as  we  see  them.  We  are  now  ready  to 
answer  any  questions  you  may  have. 

[The  prepared  statement  of  Mr.  Marx  follows:] 
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Good  afternoon,  Mr.  Chtirman.  I  •m  Pttcr  Marx, 
•  p«rtii«r  In  the  Boeton  law  firm  M  Ooulstoa  and 
Atom,  and  General  Counsal  and  a  Director  of  the 
fciformation  Industry  Aaaoelatton  (OA).  Joining 
ma  this  afternoon  is  David  Peyton,  Dlraetor, 
Qovanunent  Relations  of  Uie  OA. 

IHa  biformction  Industry  AaMCiation  la  the  trade 
aiaociaUen,  founded  in  1M«,  iarvli«  Uioae 
Intaraated  in  (Mialneas  opportunltlaa  aaaociatad 
with  the  lanoratien,  distribution,  and  use  of 
Information.  Information  eomHuUaa  angafa  in  an 
enormous  array  of  aetivitiaa,  beat  daacrlbed  by  e 
map  which  we  have  ettaehad  to  the  sUtament. 
The  DA  repraaanta  nearly  400  information 
putdiahars  and  Information  sarvlee  organixa- 
tiona.  Firma  that  provide  eomputer^  *M 
databaaea  —  whether  fuU-takt,  ciUcions, 
abatraets,  or  numeric  data    for  euatomars  to 
eaU  i«>  the  information  tray  aaak  are  a  oore 
eonatitueney  of  the  Aaaoeiation. 

A  number  of  DA  member  eompaniaa  meet  market 
neadi  for  government  Informeticn  by  repadcaging 
or  otharwiaa  aniianelng  raw  govammant 
information.  The  reault  Is  a  div«.-8ity  and 
speeificity  of  information  souroas  to  meet  the 
needs  of  many  different  uaera  wMoh  eould  only 
arise  through  markatplaee  giva-and^talce  between 
^ jpptteis  and  usaia.  Tills  ao-eaUad  value-added 
function  haa  been  eapadally  useful  In  meeting 
the  needs  o'  *he  ftnandat  and  aarrltlas 
industry.  -  .  DA  haa  a  diviakm  dedicated  to  aueh 
servioea,  including  eompaniaa  aueh  aa  Dun  &. 
Bradatreet,  Standard  *  foorls,  Dow  Jonsa, 
Quotron,  and  TeleraU.  At  last  oount  In  IMS, 
U  Ji.  buslnaes  information  eompaniaa,  very 
narrowly  defined,  had  ravanuea  of  $13  MUion, 
growing  at  tO%  per  year.  At  that  growth  rate, 
the  inf  ormetion  industry  would  overtake 
newapapers  aa  the  largest  madia  segmeM 
IfM. 

We  regard  electronic  filing  ea  one  of  the  moat 
significant  aubjeets  for  information  policy  to 
have  emerged  in  the  past  year.  Indeed,  Mr. 
Chairman,  we  K  ve  widely  diasamlAited  In  our 
association  the  list  of  31  questlona  which  you 
iMerted  In  the  Congressional  Record  on  March 
Uth  of  last  year.  That  list  rai.ialns  the  single 
best  indication  of  the  scope  of  policy  issues 


which  electronic  filing  raises.  By  electronic 
nimg,  we  maan  tha  aubrntsskm  or  reporting  of 
Information  to  Government  ager«Haa  In 
aleetronic  or  maeMii^-readable  form.  At  the 
same  time,  we  raeogniae  that  electronic  filing 
firojeeta,  in  all  UkeUiiood,  wiU  g^-ow  into  mixed- 
use  syatams  with  staff  sifpport  and  pubUe  aeeaas 
or  dlaaeminatien  funetioos  ea  weU. 
Unquaatlonably,  alaetronlc  nUi«  will  brli« 
eonsidarable  benefits  to  both  the  faderal 
govamm«it  and  tha  private  aactor. 

We  weleona  this  altamooirti  hearing  as  a  timely 
oceasloB  to  oonsidar  tha  larfar  poUoy  iaauas 
raiaad  by  the  atoatrorie  flU^g  aetlvitlac  of 
govanuMnt  agaaeiaa.  We  would  not  downplay 
tha  naad  for  tacimiaal  oompatanaa  and  aoNid 
adminiatfatioa.  At  tha  aama  tima,  it  oftaa  eaema 
that  thoaa  operating  eoneatus  ean  tend  to 
obecura  longar-term  lasusa  Juat  as  oritkaUf  In 
naedofraaolirtiaB.  THa  SaeMritiaa  and  Maaga 
CommlaslonV  (8EC%)  automation  afforta  offer  a 
usafU  atarting  point  for  dlseusslon  of  tha  broad 
Issues  before  m  tMa  afternoon.  Given  tha 
enormous  volume  of  Information  on  paper  wMeh 
tha  SEC  must  proBsas,  no  one  can  argue  with 
soaking  the  potential  benefits  of  electronic 
fUiiV. 

Being  the  first  m^  'adsral  aleatronle  flUi« 
program,  tha  EDQAK  (Blaetronle  OaU 
Gathering,  Analyala  and  latriaval)  project 
carries  enormous  algnlfloanoa.  EDGAR  mariGs 
tha  flrat  tlma  that  a  federal  i^aney  fm  been 
prepared  to  earry  on  direet  daU  aomnunleatlona 
with  private  aaetor  organisatioos  for  the  receipt 
of  ;«qulrad  Information  to  ba  made  aiteaquontty 
availabU  online  to  the  interasted  public.  Many 
aspects  of  the  projaet  are  pranadewtial.  Without 
question,  numarous  f adsral,  state,  and  loeal 
aganelea  *riU  ba  wateMag  tha  SSC%  actions  and 
will  ba  pursuing  alaetronio  f  lUqg  thamsalvas  in 
tha  next  several  years.  We  oommand  tha  SEC  for 
iU  forward-looUqg  Initlativa. 

Blectronie  filing  holds  great  promlae  tor  the 
future.  Being  In  the  Indistry,  we  may  ba  in  a 
better  position  than  anyone  also  to  see  the 
advanoas  which  Ue  ahead.  Wa  wholeheartedly 
expect  that  electronic  filing  can  yield  both 
improved  agency  mlaslon  aoeompUshment  and 
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improved  terms  under  which  the  interested  public 
can  locate  end  use  fovemment  information.  At 
the  stme  time,  proposed  proJeeU  should  be 
subj^it  to  eost  scniUny,  whether  of  the  formal 
eost-bonefit  type  or  oUierwlse,  even  if  the 
projeet  is  to  have  tofne  ofT-budlfet  eomponent 
represented  as  belnf  done  at  "no  eost  to  the 
foveminent"  Etoetronic  f lUnf  pn^eets,  it 
■ppMH,  will  run  into  the  tsns  of  idIIUom  of 
doUtfi  per  tfeiiey,  f  nd  the  money  should  be 
•pent  wisely. 

Morwwer,  important  poUey  Issues  should  not  be 
MgleetedlnthepUnnlnf  stagea.  Beetronle 
fiUnf  wOl  oeenslon  deep  Institutional  tramitlors. 
and  we  thtalc  that  acmelas  should  idantify  and 
eonfhmt  the  retovuit  lasuea  that  the  new  systems 
win  oaD  for  roaotvinc  ^'oea  the  eysUiaa  are  In 
pleee.  Qmo  they  we  In  ptoee.  It  may  be  too  Ute 
tobegln  to  figure  eat  whet  poUeiea  Aoold  covern 
•yitem  operation.  We  Mpport  the  approneh  of 
fining  operational  ei^erienee  with  pilot  projects 
before  going  f^iU-seele.  Nonetheleas,  sinee  a 
dear  dMaaroation  between  pilot  Md  final  stagee 
oTtMi  fails  to  eiist,  and  beeuve  pOoU  tend  to 
eetabliBh  future  pettems  of  operation,  we  find 
unpersuaalire  the  noU9n  *hit  poUey  deliberations 
nr^  not  preeetfa  an  opr  w*(omI  pOot.  fllieh 
found  pottey  pianninj  vdU  help  to  reaUse  the 
p.tNnlsa  of  elretror».e  filing,  a  goal  which  we  all 
rtiarc. 

A  CHARTEK  FOR  BLECTRONIC  PILING 

Mr.  Chairman,  our  overeU  theme  Is  ttn  only 
iwUUple,  diverse,  and  speeifle  Information 
Mnrioss  ean  meet  the  information  needs  of 
different  uMrs,  Inehiding  federal  aganelea.  Ttm 
only  way  for  sueh  a  divenlty  to  artoe  is  for  users 
to  ei^reas  their  demand  In  market  terms 
througi  wIlliiigBees  to  pay,  with  entrepreneiei 
Identifying  end  ssnring  sspreassd  needs  and 
wantk  Ov  virion  for  the  futwe  Is  that  fed«>al 
sgeneles  wUl  add  their  demend  to  eiistiiw 
outaids  privato  demand  for  Information  of 
'jr*«"  Wn*  to  • ''J*  oftay  of  formats.  By  so 
doing,  federal  age  ^  win  beeome  a  powerful 
propulsive  force  miving  even  greater 
dev<itopmeiit  In  highly  refined  Informuion 
•vviees.  More8|Me(neeUy,wewUht9preeent 
eight  baric  poinu  which  represent  the  eonsensw 


of  our  members  on  electronic  filii^.  We  feel 
that,  taken  together,  these  statemenU .  jrmulate 
•  charter  for  the  advance  of  electronic  filii». 
Let  me  summarize  before  going  Into  each  i«ue  In 
more  detaiL 

First,  as  naeh  agency  eommenees  iu  pimiM  and 
Prepwatlon,  It  riiouW  determine  Itt  owiT 
functional  re^ilremenu  or  demand.  Itshould 
then  make  the  aame  determination  for  outride 

ueers  In  the  interested  pubUe  and  eompare  the 
reaults. 

Second,  government  agendee  should  piaee 
priro*nr  relianee  on  the  private  sector  for 
fulfillment  of  their  own  requirenenU  or  demand 
as  wen  ss  outside  requlremenU  or  uemand. 

Third,  fai  proeoriqg  servioes  from  the  privato 
sector,  acendes  should  eonidsr  ssperato 
eontraets  for  basic  end  value-added  f imetioM. 

Fourth,  In  Une  with  the  mitftiple  fteietion  of 
•JertfjUcflUng  aysteam,  agei^ 
to  fund  their  operations  fm  e  mix  of  flUiwfaes. 
spproprlationa,  and  near  ehartaa.  AnyreliMcT^ 
on  berterahouM  be  limited  in  soope. 

Fifth,  Congresrional  overright  shmdd  foeim  on 

maintenanee  of  open,  nonrestrlctive 
information  poUeies,  with  any  eneptkM  clearly 
•irtliorteed  ri««ld  they  proTiiS^^ 

fljUcUi,  ageneies  shMOd  bs  careful  not  to  eraate 
theeppMraneeorpoartbiUtyofoonnietof 
Interest  with  the  priirary  vendor  or  vendors. 

^venth,  aganetas  riwuld  osrtify  eleetronioeUy 
f Ued  dstabeae  reeords  as  official. 

BgWh,  to  provids  needed  outride  perspective, 
'S!'^;;;^^'?^  M»e  advtoe  of  the  Interested 
end  eipart  outride  grouj*  wWch  Witt  be  provkMiK 
end  urin;  the  relevent  systems  and  Information. 

Now  let  me  take  eaoh  point  in  twn. 

I'  Weeds  and  Msffcr*  -ninmint 

HjtiMlIy  aach  agency  wiU  heve  to  deu^ine  Ito 
own  needu  for  machine-readable  dsU  <n  ijir-f 
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iU  mlMton  and  rMpontlbUltiw.  8ueh  rwedi  are 
bMt  eyr— »d  bi  •  fmietloml  way,  to  ihat  the 
aganey  doaa  not  pradatarmina  tlM  ehoiea  of 
taetawtaflaa,  or  tlw  ranfa  af  products  and 
sanrioae,  to  ba  offarad  bf  privata  vandort  in  tha 
araa.  An  aganeyli  own  intamal  naadi  may  ar 
may  not  raaawMa  private  nurkat  damand  far  tlia 
date  In  gnaatlon,  nd  aganaiaa  itwyid  not  aauma 
that  a  aongruiiiea  will  cjfat.  If  aa  afaoey  mada 
thli  aiiMptlon  and  *aw  «p  11a  ayateia 
davalopoMBt  plaaa  aaaardlnrtr^  it  would^  moat 
Ukaly,  atant  rathar  than  prooMte  tha  growth  of 
multlpla,  dNaraa,  apaalfle  iaforaatioo  aarvloaa 
attunad  to  tha  noadi  af  varioui  omto.  Hm 
govaraiawt  staff  taar  Mqr  woD  hava  dUTarant 
raqoiraMaNls  for  tfaaoMnaas,  f arnwt,  and  aontant 
f^  oataMa  iwara.  Aoaardlagly,  tha  taataolocy 
baatsaltod  far  intarwal  fOvarMaanft  uaa  may  not 
•lao  ba  tha  bast  for  tha  diff araot  roqairamants  of 
otttalda  naan,  and  hanaa,  tha  aarvlea  dmignifl  for 
intaraal  aganey  ima  may  ba  laaa  oMrlcatabla  than 
any  af  a  varla^  of  othar  aarrleaa. 

To  amaaa  tha  raapaatlva  private  marltats  for 
laatlilna  raadihla  data,  aganalaa  wlU  havo  to 
timtoawayraaaaah.  Alrantfy,  tha  fBC  and  tha 
radaral  Maritjmo  Commlato  havo  dona  ao.  Wa 
hava  a  oonaan  about  tha  Ma  af  front  and 
atudlas,  whathv  oonaapt  taating  or  gimte 
markot  raasaoh,  as  poaadi  for  aganay  daelalon 
m«ldag.  PoroauBpKthaatn^danafortha 
gBCby  MathaaMtlaBt      took  plaoa  bofora 
thara  was  a  alaar  daflnltion  of  what  tha  IDQAR 
ayatam  weld  look  Mha  in  opartHon.  withoota 
eto«  ptetmo  af  what  waa  tanralvod,  and  wtthouft 
any  ftaanalal  oemadtmant,  ra«pondanta  woitfd 
MtaraBjrtandto  taapond  peaitlvoly  to  vary 
ganoral  ^aaatlona* 

Bowavar,  IMs  aanaapt  taaC  or  trial  riwidd  not  ba 
oonfttsad  with  gaaatea  markat  raaaarah. 
Fanrarabto  laapandanta  In  tha  away  ihonid  not  ba 
twnad  into  awtomwa  taat  tha  MC%  vidnr  aan 
idtlaMtolyaoantan.  To  4»  ao  wonld  aat  an 
mfortonnto  anunpto  for  oChar  agsnilaa  to  foDow 
in Isyhv thair atoatMntofUlhg plana.  BDQAlia 
praaadantlal  hara  aa  tfaawhara*  Wa  ara  not 
aaytag  that  aganafaa  AoiM  avoid  oiplomtory 
gnoMonnalraaaf  tMstna.  W  a  ara  aayUig  that 
thair  raaidtarfionld  ba  Marpratad  pmdontly  and 
not  ba  oonf  usod  with  taating  aoeaptenaa  of  a 


waU-daf inad  or  naarly  oomplotad  sanriea.  Tha 
Mathamatiea  raport  pr^faeta  up  to  3  million  usars 
for  onllna,  valua-addad  aaairltas  information.  A 
soomli^  ImpUentlon  la  that  tha  tlC^  vandor 
should  idtimataly  havo  that  many  auatomara. 
Uaar  projoetlons  nmttar  hianuia  tha  BMC, 
tirou|h  varloua  atatanantB,  aaaww  to  ballova  It 
oan  oount  on  an  aoormoHS  nurkat*  Thaanormoua 
markat  wlU  sappoaat^v  nmko  it  ao  advautagaoua 
to  ba  tha  flC%  prinio  eootmatar  timt  Uddara 
might  ba  witling  to  affaMo  tha  nc,  ataff 
Tiipyitfl  aarviaaa  at  no  4lMfga« 

Mr.  Chairman,  tha  aaparlwiea  af  tha  informntion 
bidUBtry  la  that  thk  aatlmate,  for  any  oiarvant 
apptioatlon,  la  unraaUatia.  Wn  baUnvo  that 
BDOAl  la  aountfv  oanoalvad  to  its  roilmraa  on 
tha  privnte  aaator  far  maaaglrj  a  anmpiaa  «ab 
af  information  toahnolaglaB.  Wiwowar,  raHanaa 
on  tha  g  mflUon  aatimnte  wM  goamata  Isfga  and 
mifUfUMdaaiVaatallBMfar  thaprelaat.  Urn 
Mghaat  panatrattoa  yial  aahtovnd  by  mqr  U  A 
aarvloa and  that  aftar  tan  yaam li  aaaity 
SN,OM  f  or  tha  Nana  Botriovgl  larvlea  of  Dow 
lanm,  an  OA  mambar  and  EDGAK 
ai^oontru  tor.  Many  othor  private  onUna  afforts 
in  tha  Uiritad  ttotaa  hava  fomid  thalr  tarttlal 
aatimatoa ovarly optlmlatia.  ftmakaaaanaa, 
nonathalaas,  to  go  ahand  with  tha  tlMAft 
projaat,  whMi  haamnt  valna  avan  thoMh 
attainmantof  S  mfflton  UMm  frwitoa  hidaflnltaly 
far  to  tha  falwn.  For  tha  nanr  tarm,  tha 
Oommlarioo  wwM  4o  battar  to  work  with  a  rango 
bntwaan  raaUatte  baM  aan  and  wont  aaaa 
aatlnataa  taformad  by  aatnal  aurkat  ajyarlanoa, 
balm  prop>ad  for  tha  worat  aaaa  alioiid  It 
matorlnltaa. 

t.  Proewromant  Fw  tho  frivate  Saator 

To  maat  aoalaty%nandi  for  taformntlan,  wo 
baliava  that  polUy        Ptena  prte  Ty  raUanaa 
an  tha  private  oaalor  and  an  apaa  ami 
oompotltlva  tof armailan  martntptana  rathar  than 
on  tha  pMla  aattar  f  or  pravMtog  tof ormation 
prodaato  and  aarviaaa.  Wa  am  haartanad  to  aaa 
tlK*t  tha  Offlao  of  ManMNMnt  and  mrinc,  aftar 
n  daaada  of  a^parlmwa  ii  ndvanoad  taf ormcUan 
ayataom,  hai  r  aaahad  aawntiiHy  abnflar 
oonoMoaite  Its  draft  taformatlon  poUay 
eIrottlarptfbUahadonllarohlf.  timtdooumaot 
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opUeitly  lndle«t«  that  Um  propoMd  new 
pollelM  wiU  apply  cquaUy  to  daetronie 
Information  syrtemt  aa  to  traditional  papar-basod 
rvoordkaipinf.  Not  only  iHD  Moh  raUanea 
pimrlda  the  moat  af f  aeUva  raapoma  to  aocitty^ 
dlraraa  and  aspandini  infcna^tton  naada,  but  It 
WiU  alw  brin$  r.bout  the  raauK  in  a  way  that  wiU 
•tfafuafd  and  anhanea  our  — tntlai  fraatfoma. 

Mead,  the  haalth  and  viabUHy  or  the  f  inaneial 
information  aaetor  a«n  te  part  ba  attributed  to 
tiM  took  of  aiqr  oMmfloant  fovanuaant 
oripatltion.  Poraxampla,tlMNaraoTar»0 

srmatlon  eompaniaa  aalUnf  itoek  prloe 
.  .ormatlon  wMoh  maintain  elooe  worldM 
relatione  with  the  varioiwfltoilc  oMlMaa  aeroM 
the  eountry.  TofeUier  with  oUier  tafcrmaUon 
pobiiiharf ,  both  elaetronie  and  traditional,  they 
pfoduee  a  vvlaly  of  information  aontant  in  a 
wld>  array  of  formate.  Only  thle  kind  oC 
dlveriltyommoatthanaadioraniieere,  ' 
whether  Inetitutionol  or  kidfvldML 

The  pref ermwe  for  pr'vate  over  fovemmant 
protetlon  of  foodi  ai^  aanrloae  to  oomatMiK  we 
doon  Intend  to  belabor  here.  Let  m  neU, 
however,  that  there  are  two  dMnet  lavwlr  or 
•tagee  at  wMfh  thii  poHey  Mioidd  uome  kito 
pifj.  The  more  obvlouelevelli  the  A-fdleveL 
that  ii,  the  reeolntlon  or  a  «MGe  or  b^  eholQe 
for  eome  new  foverammit  requirement  or 
program,  mar  to  thiA,  howevw,  an  ^tenoy 
ought  to  have  oondueted  a  eyetomnUe  emivaw  of 
o&^^privit»-eeetor  eapabOltlee  -aervtoe  by 
Mrvtoe,funetion  by  fteettatt- to  eee  whether 
thi  egenqr  needed  to 


m  oompUeated  tiM 
purehoaeorexiedngMrvloee.  11*  totter  point  ia 
aonetlmee  miaeed  end  retotee  eraetoDy  to  an 
egeney%  imieimet  or  the  demandb  for 
faiformation  eervloee  to  Ite  erea  or  JurMletlon, 
whether  from  outMe  mmt  or  flom  Iti  own 
itaff .  To  fall  to  do  the  (ien»aw  Md  then  do  the 
A-71  eomperieon  and  let  e  tarfe  eontmet  doee 
neither  the  government,  the  ktformatlon 
indmtry,  nor  the  whoto  eeonomy  mqr  pertieular 
food.  Somethtag  like  a  fovemment  fVanehiee  or 
ooneeerfon  wouM  be  ereeted  where  none  were 
needed.  Ae  one  reeidt,  the  eepltalltatlon  of  one 
firm  in  tht  bidMtry,  the  wimkv  Mddor,  would 
dtrive  largely  from  Ux  doOere  rather  than  riik 


capital.  BytaWngthlicoorM,theiowmment 
would  heve  Influeneed  widely  the  oompeUtive 
developmmt  or  faiformetlon  eervloee  end 
proetwing.  The  beet  reeulte  eome  where 
government  trentfatee  ite  needi  into  market 
I  to  be  agfrafitod  with  outM  privato 


We  might  odd  thet  thtM  eaHidarmtkoe  ivply 
•qutny  to  the  whoto  ehmter  or  teelMioloclee 
kivolved  ki  etoetronle  fiUi«i  tetoeo«mimk4tk», 
deto  entry,  detnboee  mmmgement  efutewe,  end 
eomputer  hifdware  and  eoTtwrnv. 


lealhwdd  Preeerve  Fair  Companti— 


When  en  agonny  tote  e  eontmet  for  a  eomptei, 
mixed-aMayM«B.  the  priMry  cystoma  vU 
m^r  Imve  eeveral  fbwttona  to  pOTtem,  taehidbv 
fnemttoe  WMaf  imwa,  hitewal  eUff  mwart, 
r  or  bm^  dato  t  wholmnle  toott 


vendors,  to  nddltton,  the  taieumhont  vwdor  mny 
wy  to  enter  the  rutoe  nddid  ear  vtoee  ftold.  If  It 
<lid,  tt  might  eq^oy  a  numpettUva 
rotative  to  other  vntaie^nddad  ven 


tan  or 


with  their  taeumbent  via  ion  to  —tar  thto  fMd 
whito  not  tondtog  an  artlftoti  eoa^tivn 
Mhrantage  to  them  uvnr  eiMdt  watoe^nddad 
vendors  li  a  aarloui  oMtter  for  egiailu  to 


We  see  a  promtotog  r«olBtlen  eo  tlmt  the 

MMldereMe  n^ialifllHei  oT  mi  InsM^ent  v  

een  be  put  to  best  iM  whito  a  tovm  plnte  ftold 

*■  *  -TiTif  slilsd  fowdoii. 

llMkqriittMaa^^ 

«toetr«nle  fUng  pr<4Mt  M  nn  todtoMbto  whote. 

toert  two  oiAsptems  to  be  eepmiih  hmiM 
•wgsepnramyprwured.  The  nmrtratt  for  the 
siAsyvtom  devoted  to  kitenid  piooMses  WNdd 
Montto&y  be  a  dato  piniMrtt  inelUtton 
manofementeontnet  On  the  oChor  tomd,  the 
aontmot  f or  the  VxteriMr*  skbmtem  woMId 
Involve  receipt,  stonge^^dtaMmkiatkm.  A 
ilngto  vendor  oould  eonoelv^  be  ehoeen  to 
perform  both  ports,  but  the  adntatotratton  of  the 
oonuacts,  we  beUeve,  mmt  neeeastfily  remeto 
eeperate.  The  oontraetor  for  the  external  oystem 
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nwy,  if  it  wishes,  teU  tnhanced  (iroduets  at 
whatever  price  it  determinaa  apfNvpriata.  It 
might,  however,  voluntarily  restrict  itself  from 
entc^.4  the  enhanoed  merkatpUoe  to  insulate 
itself  from  any  poaslble  queation  about  its 
reoeivinc  unfair  advantafe  fren  its  oontraetor 
i-eUtionship  with  Ike  SEC.  The  Internal  tyvtam 
oontraetor  wouh.  ba  expUeitly  prohibited  frcnn 
seOinf  any  information  It  developed  In  the  eourse 
of  perf orrainf  its  dutlea  under  its  eontraet. 

The  external  oontraetor  should  be  required  to  sell 
to  an  who  wish  to  purefASh.  Information,  either  In 
bulk  or  Individual  subaeta.  There  should  be  no 
diserimination  of  any  sort  baaed  on  the  identity 
of  the  uaar.  In  partleular,  the  incumbent  vendor 
would  have  to  provide  equal  teehnieal 
intercooneetion  to  aU  outside  vahie  added 
vendors.  With  refard  to  timellneas  and  sosmI  of 
aecees,  it  la  anticipated  thet  bidders  mey  propose 
different  prleea  for  different  levels  of  service.  It 
should  be  a  contract  requirement  that  the 
contractor,  if  It  propoaea  to  offer  value-added 
servioee  in  the  market,  should  have  no  advanta 
with  retard  to  tl<i»allneas  of  aeeeas  or  coat. 

4.  Payim  for  h 'Ctronic  Filing  Systems 

As  previously  noted,  electronic  filing  systama 
win  aupport  mixed  uses  of  reeetpt  of  Information 
from  private  parties,  fovemment  staff  support, 
and  public  accecB  and  diaaemination.  Aaaodeted 
with  theee  f  jnetiona  are  f Uinf  or  input  fees, 
appropriated  fumK  and  user  oharfea  or  feea. 
PorwprcHooklnf  poUey,  we  believe,  will  seek  the 
best  mix  of  f  uBidlof  fron.  Jl  three  sources. 
There  is  nc  rsaaon  to  "ule  out  any  of  them.  To 
the  contrary,  aU  direct  benenciariea  —  filers,  the 
government,  and  uaars  —  should  expect  to  bear 
their  fair  share  of  operatinf  and  fixed  costs. 

Few  poUdea  set  by  Confrees  can  be  more 
fundamental  than  that  in  Title  91  that  the 
government  Uvea  and  rune  tj  appropriated 
lan(%.  Congress  has  been  justly  reluctant  to 
make  exceptions  for  sgeneies  even  to  maintain 
self-rcfrffntihing  revolving  funds.  We  see  no 
reas  m  for  Congress  to  depart  from  its  basic 
eppropriations  and  oversight  functions  with 
respect  tc  electronic  filing. 


We  recognize  the  appeal  which  off-b.Klget 
agreements  will  have  in  year*  of  enormous 
federal  deficits  and  ageney  budget  cutbeeks.  The 
phrase  "no  cost  to  the  government"  seems  to  be 
unanswerable.  Upon  Inapectlon,  however,  an 
assertion  is  being  nada  that  the  gcvemment  can 
conduct  its  bwlneaa  better  by  barter  than  by 
cash.  «fa  find  this  ^eeeptable  or  preferable  only 
under  limited  ciroumstanoaa.  To  create 
sometliing  of  value  to  ba  traded  probably  means 
astabUshinf  a  valuabia  special  situation.  In  some 
ways  like  a  f ranohlaa,  of  aoree  deacriptton  for  a 
vendr  ^  to  ei>)oy.  In  oir  view,  the  8BC  and  the 
PMC  Krth  of  which  heve  Indicated  an  Intent  to 
avoid  any  reliance  on  appropriated  funds,  are  on 
weak  policy  grounds. 

Appropriated  funds  should  ba  railed  on  In  two 
distinct  drcumstanoea.  First,  agencies  should 
clearly  bear  the  cost  of  the  Internal  part  of  an 
electronic  flUng  system  dadteated  to  staff 
support,  like  eny  other  fovenunent  data 
proeeering,  such  faeUltiea  management  ooats 
must  cone  out  of  appropriated  fundi. 
Furthermore,  agendas  should  alao  bear  their 
share  of  the  eoets  of  operating  any  miaed-UBe 
retrieval  system  thet  serves  both  govemneot 
staff  and  puHic  users.  Whan  government  staff 
attorneys  or  examiners  tie  up  computer  ports, 
they  create  or  Impose  the  same  ooats  on  the 
system  as  publio  uaart.  Therefore,  they  should  ba 
charged  the  same  for  usage.  The  only  difference 
would  be  thet  govemraent  employees*  usage  fees 
would  be  pakl  out  of  appropriated  fands,  while 
public  users  would,  of  course,  pay  tluir  ehargaa 
themselves.  The  absence  of  Charges  to  the 
government  would  imply  a  eroas  subsidy  — 
unjustified,  In  ow  view  —  of  staff  users  by 
outside  users. 

We  would  see  en  acceptable  opportunity  for 
barter,  however,  as  part  of  a  oontraet  with  a 
vendor  for  the  external  part  of  an  electronic 
filing  system.  An  agen«sy  could  reasonably 
require  delivery  of  cwtain  tangibles,  such  4S 
msgnetic  tapes,  as  part  of  overall  oontraet 
performance  and  without  specific 
rr^mbursement.  Barter  ahould  be  limited  In  such 
s  wsy,  however,  for  several  reaaons.  As 
mentioned  before,  public  users  should  not  be 
burdened,  through  en  Implicit  croes-subsidy,  with 
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the  expense  of  serving  agency  staff.  Second, 
Without  limited  specifications,  an  ayency  might 
develop  a  growing  mntS  unreasonable  "wish  list"  of 
off-tKidget  deliverables  to  be  produced  by  the 
contractor  to  previmt  an  agency^  "wish  list"  to 
be  delivered  to  it  by  tha  contractor  fro  j  growirw 
unreuonably.  Finally,  Coc^eia  should  preserve 
legislative  oversight  through  the  appropriations 
process. 

Our  discuaaion  of  charging  umts  in  accordance 
with  the  coats  which  they  impose  on  the  system 
leads  directly  to  our  next  otoervation:  filers  and 
pubUc  usera  should  oontribute  their  share  to  the 
financing  of  the  system  from  which  they  directly 
benefit.  We  are  not  aware  of  any  significant 
controversy  yet  with  ragard  to  fiUi^  or  ii^t 
fees  from  the  varioui  busliM  ooromunities  that 
deal  with  the  federal  agencies  undergoiiw 
automation.  At  tha  SEC  and  the  Patent  and 
Trademark  Office  (PTO),  for  example,  mtm  fees 
are  weU  established  in  sUtute  and  practice.  No 
new  difficulty  should  ensue  from  extendlrw  the 
practice  from  paper  to  electronics. 

Those  who  electronleaUy  file  information  ahould 
expect  to  pay  a  filing  fee  to  help  defrav  the  "up 
front"  cost  of  collecting  the  information.  We  are 
not  prepared  to  suggest  exacUy  what  such  fees 
should  be  since  circumstances  v  lU  differ  from 
system  to  system.  Federal  f ilii«  fees  are  often 
set  without  direct  regard  to  the  coat  of 
operations  and  may  even*  In  some  instances,  be 
set  low  so  as  not  to  discourage  compliance.  Such 
could  be  the  case  with  some  electronic  filing 
fees. 

The  matter  of  pubUc  user  charges  or  fees  has 
generated  mor^  discussion.  Soma  agencies  have 
traditionaUy  mainUtned  public  reference  rooms 
operated  entirely  out  of  appropriated  fun<k  and 
without  any  user  fees,  even  from  fuU-tlme 
professional  practicloners  raiyii^  on  the  agency's 
reso'irces  for  their  livelihood.  Zvan  if  sUtutory 
language  does  not  require  these  practices*  we 
readU>  acknowledge  the  value  of  mainUining 
'ome  level  of  general  public  service  from  taxes. 

ie  larger  point  with  user  fees,  however,  is  that 
C'Xfe*  should  not  cut  the  heart  out  of  tUe 
bur^eoninp  narkets  for  online  securities  and 
pa    »t  mformation,  for  example,  with  unneedcd 


and  unjust  if  1^  subsidies  to  full-time 
professional-  m  those  ^--chs,  who  emphatictlly 
should  pry  thoir  own  way.  regardless  of  whether 

li^""^^  •*«  *®  th«  government's 

vendor  or  directly  to  the  (ovemment  Itself. 
These  user  groups,  such  as  tiadmnark 
practitioners,  have  no  special  call  on  the 
Treasury  to  provide  them  with  <wntlally 
unlimited  tax-supportod  informatkon  sarvlees. 
Moreover,  by  giving  away  online  acees-,  the 
government  could  establish  a  dunagtw  price 
perception  that  the  information  ware  neither 
that  costly  nor  that  valuabU.  The  private  sector 
might  never  overcome  this  hurdle. 

Howev«s  we  recognise  that,  in  some  Iwtanees. 
it  may  be  in  the  public  interest  for  the  agency 
i^llL  u  by  iome  who  might  have 

difficulty  in  paying  for  the  regular  services 
provided  by  the  electronic  fUifv  system^ 
dissemination,  in  sMeh  in«tinea»  the  r powering 
agency  may  elect  to  establish  clearlMhotMs 
reference  rooms,  or  depoaltory  centers 
f^^/i'l"*?^  to  serve  such  needy 

individuals.  TTw  costs  of  such  aervieee  provided 
as  a  matter  of  social  policy  shoiilld,  of  ooirse 
come  out  of  appropriated  fimdi  rather  than  beiw 
imposed  upon  the  service  vendor  to  the  agency. 

Again,  OMB^  new  CireuUr  points  In  bMleaUy  the 
same  direction  by  applying  the  loMstandlM  OMfi 
Circular  on  user  charges,  A-25,  to  federal 

IILk^^JIVk?"*^'"*"'****-  Logics,  the  intent 
behind  thU  poUey  should  apply  equally,  whether 
the  charging  and  payment  plan  is  administered  by 

the  governments  vendor  or  by  the  fovwujent 
itself. 

^-  Special  SUtutory  Authority  for  R^ale 

.^•"!l?i'.Slf****^  eonstraint.  ^  pushli^  them 
toward  finding  ways  to  make  the  position  of 
systems  vendor  a  more  valuable  eonsidwation,  so 
as  to  increase  bidders'  wiUingne*  to  provide  the 
-equired  services  to  ageneles  for  lesser  dollar 
outlays.  One  propoeal  Is  to  restrict  or  prohibit 
resale  of  "raw"  or  "bulk"  daU  In  machine- 
readable  form  at  the  wholesale  level  (there  Is  no 
question  of  any  restrictions  at  the  raUll  level). 
Aside  from  aUevUting  budgetary  prsssure  on 
agencies,  we  see  justification  in  the  restrictions 
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to  the  extent  that  pureb  .crs  should  be  merie  to 
bear  their  &hare  of  the  by^tem*s  fixed  eosts.  For 
in  the  absence  of  any  restrict 'ons,  resellers  will 
quickly  push  the  price  down  very  close  to 
marginal  reproduction  coft.  The  third  of  the 
Com  mission's  seven  questions  in  its  Feder*. 
Register  notice  last  Septamb«r  12  asks  how  this 
might  be  accomplished.  The  SBC's  goal, 
evidently,  is  to  create  and  maintain  substantial 
market  Incentives  for  iU  primary  contractor.  We 
addresa  here  the  case  where  any  built-in  or 
inherent  advantage  In  timaUneiS  of  access 
enjoyed  by  the  incumbent  ts  not.  ty  i^elf. 
sufficient  for  the  i  leumbent  to  recoup  its  costs 
and  make  a  profit. 

The  Information  Industry  Aaaociation  agrees  as  to 
the  presence  of  business  advantagei  to  the 
primary  vendor  from  the  resale  restrictions  in 
this  case,  as  well  as  reduced  direct  coits  t3  the 
SEC.  Hew  ever » the  busineaa  or  marketing 
perspective  points  In  a  different  direction  from 
vital  information  policies.  We  would  only  favw 
any  restrictions  reluctantly,  because  we  he ve  so 
consistently  favor«]  open,  nonrestrictiva 
government  information  iioUcies  that  encourage 
z  ir'Uti|;^city  of  information  sources  by  allowing 
private  companies  to  add  value  to  the  infor- 
matlon  and  then  make  it  generally  avaiUMe. 
Such  open  government  information  policies  are 
embedded  in  the  Freedom  of  Inform  ttion  Act  in 
particular,  '^.is  Act  probably  mtana  that  any 
restrictive  b^stem  cannot  be  auitained  under 
current  law  and  policy.  Wa  see  no  semible 
argument  that  eiectronicaliy  filed  data  are  not, 
or  should  not  be  counted  as,  "agency  records  ' 
within  the  meaning  of  the  Act.  Rather,  a 
straightforwa  d  policy  determination  is  needed 
here  to  make  clear  that  the  basic  policy  of 
openness  is  being  circumscribed  for  a  specific 
limited  purpose.  What  would  tquaraly 
the  pru'.'ldm,  however,  is  a  neclal  a*  a  as 

referred  to  in  a  ibsection  (bKS)  of  the  .  of 
Information  Act  (b  \JS.C,  Section  559  ^/j)). 

In  addition,  a  copyright  basis  w  Ad  oftfi  be 
lacKing  for  enforcimj  resale  restrictions  'or 
eithfcr  of  two  reasons:  1)  no  vtlid  co(yrig 
existed  In  fome  oarts  of  faetL>l  material 
sobmitted  iii  accordance  wit*)  govcrr  er 
designed  standard  forms  or  formats,  where  the 


government  h(Ls  >argcly  mandated  the  selection, 
coordination,  and  arrangement  of  the  data;  2>the 
Copyright  Act,  by  prohibiting  copyrig*^'»  in  works 
of  the  U.S.  government,  prevented  the 
goverr>ment  from  asserting  a  property  interest  in 
fedf  ral  data  fcgainst  its  own  cit'zens.  Eve'« 
where  a  valid  copyright  existed  in  mate-ial 
submitted  to  the  SEC,  and  the  SEC  held  en 
ap(N>opriate  license  for  dissenr.ination,  users  may 
have  some  rights  of  access  to  material  because 
Its  suh mission       mandated  for  cerUin  public 
parpcees. 

Copyright  csAnot  be  avoided  ts  a  Mr.otM  matter 
in  a  discussion  "^f  resale  for  this  reason:  whenever 
the  government  .^ks  to  sell  information  content 
at  a  price  above  marginal  cost  and  to  mainUln 
that  price,  it  is  implicitly  assertir^  an  interest  in 
the  nature  of  a  property  right.  Tnis  is  precisely 

hat  section;  1C5  of  the  Copvrifnt  Act  is  directed 
against,  however.  The  UA  has  forcefully  opposed 
attempts  to  counter  ihis  long-held  and  well- 
considered  policy,  as  Li  our  testimony  t>efore  you 
last  summer.  Mr.  Chain  'an,  on  the  FOIA 
amendm<*'.ts  and  the  royalty  provision  for 
eoipmercialiy  valuabi .  techiK>1of!c4l 
info.'matif'n.  Again,  if  the  resale  restriction  is 
necessary,  we  would  prefer  legislation  or 
legislati/e  history  wiici.  honestly  sUted  that  the 
public  domain  poucy  for  works  of  the  U.S. 
Government  does  not  ^event  recovery  of  some 
measure  of  fixe<* 'c«ronic  filing  coats  from 
public  users. 

^'  Confh'-  "t  mterer''  Pr'>blems 

A  potential  conflict  of  interest  ca^  ar<se  when 
the  ^vemment  retains  a  contractor  which  has  a 
special  interest  in,  or  relationship  w  th,  the 
agency  or  entlMes  who  nmi  deal  with  that 
agency  ac  the  same  tiir  ?  that  the  firn  provides 
datab&  '  "  "^t^n^ent  jf^rvicee  to  the  igency.  A 
significanc  poe:jibiUty  is  tnat  the  govr  .^ment 
eoMii  grant  such  a  'irm  an  unfair  ad«  antage  over 
its  competitors  by  selcctir^  it  as  a  /endor.  !n 
this  N.gard,  we  want  to  address  boV\  the  specifics 
of  the  EF  JAR-Arthur  Andersen  casi  and  the 
broader  implications  for  automation  ttu'^vhout 
the  Executive  Branch. 
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In  the  case  of  Arthur  Anderj^cn,  advance 
knowledge  of  new  SEC  requirements  for  the 
UlXJAR  system,  for  example,  eoild  lend  « 
competuwe  advantage  re»ative  to  other 
accounting  or  software  firns.  In  addition, 
rational  corporate  managers  seeking  auditors 
might  weU  conclude  that  Arthur  Andersen  were 
best  positioned  to  advise  them  on  t^eir  financial 
re-^orda  manege rrent,  especially  as  it  pertai..-  to 
re<^iired  SEC  filing.. 

Based  on  what  we  k.  ow,  we  cannot  conclude  that 
impropriety  exists  in  the  choice  of  an  aceountine 
firm  as  the  EDGAR  p  lot  system  operator.  There 
IS,  however,  a  more  ft  iidamenta)  issue. 
Considerations  of  con  bet  of  interest  and  '  ir 
competition  should  ha  e  been  as  integral  to  the 
management  of  a  systi  m  like  EDGAR  as  the 
technical  specif icatlona.  Ut  me  emphasise  that 
?Kn  -»P«<^»"y  troublesome  U  that  the 

SBC  addr^     publicly  the  possibility  or 
«PI>e*rwice  of  confUct  of  interest  after  the  fact, 
J  "         ^«  prurient 

for  the  SBC  to  have  asked  for  publicly,  and 
reeel  /ed,  pubUc  aaiurancea  of  Insulation  between 
accounting  and  system  managemen'  activities 
from  Arthur  Andersen,  and  any  other  aocountirar 
firm,  whUe  writing  the  solicitation  evtluatine 
the  bich.  That  Is,  the  SEC  shoi  n  have  made 
atipuUtlon  about  the  avoidance  of  conflict  of 
inie.^t  part  of  the  ^lic  record  aU  along.  In 
this  regard,  the  SEC  did  not  set  the  best  example 
for  other  agencies  foUowii^  <n  its  steps. 

We  do  not  see  an-thing  in^^rently  uniqiM  about 
this  tension  in  the  seeurit  ea  area.  Indeed,  i*  is 
possible  to  hypothetic  .  ramerous  examples  wh^re 
a  firm  could  provide  df  tabaae  management  to 
federal  agancies  whU'  at  the  aame  time  having  a 
special  relatlomhip  %iu  that  agency,  or  the 
entitiea  that  dMl  wilh  t^e  agency,  or  both.  For 
exam-le  ^  AT&T  or  GTE  auUli!--y  might  want 
to  blo^a  system  for  the  FCC.  At  a  .-^inlnum, 
meaningful  assurances  of  propriety  shou  i  be 
demanded  in  such  situations.  However,  w  9  are 
not  rtndy  to  say  that  firms  with  possible 
conflicts  of  Interest  should  be  categorically 
barred  from  bidding  on  electronic  filing  projects 
throughout  the  government.  IndexJ,  it  1,  hard  to 
conceive  that  a  single  rule  would  be  atie  to  be 
applied  to  all  cases,  -^e  matte'    -  jld  vary  wit  i 


the  industry,  the  Hgency,  and  the  specific 
relationship  invoived.  And  given  our  overarching 
Preference  for  a  multiplicity  of  information 

jurces.  we  would  want  to  find  a  way  to  include 
as  many  potential  vendor  s  as  possible.  It  would 
however,  as  a  minimum,  be  hci.mbent  on  each 
agency  to  develop  criteria  to  hi.n^ie  this  matter. 

7.  Official  Certification  Of  Databases 

In  paper-based  recordkeeping,  there  has  never 
been  any  question  that  pubbc  records  custodians 
have  had  the  power  a-nd  the  function  of  certifying 
the  contents  of  public  databases  as  official.  We 
see  no  reason  for  change  as  records  are 
automated.  Some  level  of  errors  is  inevitable 
just  as  with  '^per  records,  but  the  government 
should,  n-netheless,  continue  to  take  ultimate 
responsibilitv  for  the  factral  contents  of  iu  f Ues. 

In  electronic  filing  projects,  agencies  may  be 
tempted  to  delegate  an  inappropriate  degrje  of 
the  quality  control  function  to  a  contractor. 
They  si  ould  not  try  to  do  so.  Contractors  cannot 
avoid  r*MK)nsibllity  for  their  own  perforn.ance, 
which  wlU  Indeed  bear  on  database  accuracy. 
However,  whether  compute-lsed  recor<k  are  kept 
on  r  government  computer  or  not,  their  weight 
aerives  from  the  agency  under  whoee  authority 
they  were  coUectod  and  made  available. 
Ultimate  responslbUlty  mwt  rest  with  the 
agency,  which  reviews  and  passes  on  its 
contractor^  performance.  Evan  more 
findamentaUy,  agmcles  t«ke  enforcement 
actions  bes«I  on  r«!ordiln  their  custody.  Where 
no  confidential  information  U  Involved,  pubUc 
users  should  have  aeceas  to  the  same  official 
Information  that  tha  agency  is  relylM  on,  and 
know  it.  Iforoovar,  serious  or  unacceptable 
UPM»  in  accuracy,  from  whatever  souroe.  could 
tend  to  discreCi  an  agwiey^  entire  electronic 
fU  ng  effort.  The  unexpectedly  high  error  rates 
being  encountered  in  the  automated  trademark 
databases  at  tha  Patent  and  Trademark  Office, 
for  example,  indicate  that  the  quaUty  level  of 
off.  >ial  data  should  be  a  subject  for  oontinuiiw 
ager.cy  attention.  * 
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8.  Public  Advisory  Functton  industry  and  ask  that  they  be  included  as  pari  of 

tbe  record  as  well.  We  are  ready  to  answer  any 
Finally,  Mr.  Chairman,  we  see  one  additional  questions  that  y<^u  might  have, 

element  as  essential  to  a  successful  electronic 
filing  effort.  For  an  agency  to  be  sure  that  it 
adequately  compretiendB  the  choices,  value,  and 
interetts  touched  by  alectronic  (iltng,  it  should 
eonault  with  the  array  of  outside  froupa  greatly 
affected  by  a  transition  to  electronic  filing: 
registrantr,  claimants,  or  other  kinds  of  filers; 
systems  vendors  and  value-added  information 
vendors;  and  users  from  the  interested  public. 
CcrcalPly,  agency  officials  should  be  present  at 
relevant  industry-tponaored  conferences, 
symposia,  and  the  Uke.  *•  «n  agency  were  to  take 
initistive  itself,  we  expect  it  would  have  to 
comply  with  the  procedural  formalities  of  the 
Advisory  Committee  Act.  That  course  would 
certainly  satisfy  our  concern,  although  we  do  not 
say  that  the  necessary  consultatian  must  take 
this  form.  This  should  not  be  a  eontroveroial 
proposal,  since  agencies  are  motivated  to 
improve  their  ehanci^  of  making  important 
decisions  th."*  will  leave  aU  users,  including 
themselves,  satisfied  when  the  electrcmic  filing 
system  is  ir  operation. 

We  are  gratified  to  sea  that  the  Federal 
Maritime  Commission  haa  publicly  indicated  'ts 
intention  of  forming  an  advisory  body.  This  is  a 
poaitiva,  uaaful  atap.  The  compoaltion,  however, 
li  too  narrow.  Althuigh  filers  and  outride  users 
vill  be  wsU  rcpreaanfd,  iuppUars  of  the 
operating  tac^mology  and  value-added 
Informstion  vendors  will  not.  Wa  believe  it 
should  be  possible,  avan  with  the  stakes  crea*ed 
by  competition  for  govammant  p  »curement 
dollars,  to  find  a  fair  and  athioal  way  fcr  the 
government  *o  draw  <»  naadad  axpertiae  in  these 
areas.  In  this  regard,  profaasional  and  ttade 
csaoeiationa  can  be  of  acrviea. 

Mr.  Chairman,  this  ooncludes  our  aurvey  of  the 
basics  or  fundant^tala  of  alectruntc  filing  as  we 
see  them  now.  Nsturally,  further  important 
iaiuea  may  arise  In  the  future  aa  agencies  gain 

more  experience  with  electronic  filing.  The  UA 
continues  to  be  ready  to  work  with  your 
suh<n)mmittee  In  developing  policy  for  this  vital 
area.  We  have  attached  a  copy  of  our  comments 
to  tr    SEC  and  the  map  of  the  information 
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^  __■  Information  Industiy  Association 


October  29,  1984 


Shirley  E.  Mollis 
Aclinf  Secretary 

Securities  and  Excuange  Commission 
450  Fifth  Street,  NW 
Washington,  DC  20549 

Rp'erence:  File  No.  S7-31-84 
Dear  4s.  Mollis: 

The  -nformation  Industry  Association  (IIA)  appreciates  ih,s  opportunity  to 
pro  ide  Its  initial  j^mnien's  on  EDGAR,  the  Electronic  Data  Gathering 

non^''%l  c'f     n'""-  ^^P^*"^^     the  Com.;ission 

not  ee,  Electronic  Filing,  Processing  and  Information  Dissemmalio.i 
System,  which  appeared  in  the  Federal  Register  on  September  12. 

The  IIA  represents  more  than  3OO  pnvatj-sector  companies  involved  in  all 
aspects  of  information  creation,  storage,  management  and  dissemination 
Throt^hou  the  past  15  years  we  have^concern^  ourselves  wUh  go;iSfnm;nt 
policies  ,n  the  area  of  information.  In  the       year  or  so,  we  have  observed 

distribution  of  information  in  machine-readSble  form.  We  have  established 
an  Electronic  Filing  T«k  Force  within  the  Association  to  serve  L  the 
coordinating  group  for  putting  forth  our  views  on  this  developimr 
phenomenon.  The  views  presented  here  reflect  the  considerld  judgment  of 
the  Electronic  Filing  Task  Force  and  of  the  OA's  Board  of  Direcl  T 

INP0RM.\TION  INDUSTRY  PERSPECTIVB 

The  IIA  has  steadfastly  sought  a  policy  environment  which  encouraged 
compelilion.  More  specifically,  we  have  regularly  and  vigorously  opposed 
r^lZ.    '^^•^"^^r  ernment  agencies  in  the  commercSmforma^t^^^^^ 
marketp     e,  except  under  the  most  stringent  controls,  oecause  it  should  not 
be  the  government's  role  to  compete  with^he  private  sector.  The  nhe  ent 
fldvcniages  enjoyed  by  a  government  enterprise  attempting  to  complte  wuh 
1  ca'nT-H  r    r  ^''"'"'"^  ^^'^^  subaidizition.  to  men^ionTwo 

can  lead  to  a  situation  in  which  private  sector  competitors  abandon  the 
market  lea /ing  the  government  rn  the  role  of  a  monopoly  supplier.  ThP 

Aie"  l  J^T'\^^\'  ""^"'"^  Information  NeedsTthe  U.w  Inforn  u.on 
Age,  explains  why  such  government  conduct  is  ii.appropriate  in  the 
information  marketplace.  We  were  heartened  by  the  SEC's  recognition  in 
>our  September  12  notice,  of  the  need  for  the  "mainienance  ^f^'^'^^" 
competition.    As  you  know,  it  ,s  competition,  the  refi    Mon  of  the 
entrepreneurial  spirit,  that  has  been  the  driving  force  b    -.d  the  American 
Jh^^^H"!/".?""^  specifically  our  industry,  including  that  segment  that  meets 
Ihe  nee<te  of  the  '^counties  informatjon  market.  'nsmeru  mai  meeis 


XoNrt  Astsson 


John  H.  Buhsmer 


Lota  r^trikk 
JamcaH  Ho^ 
John  A.  JtAMnt 
J«mM  3. 


Alan  G  Spoon 
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DA  CONCERNS  .    ^UT  EDG  \R 

Our  ino«jstry  has  some  serious  concerns  about  the  implementaiion  of  the  EDGAR 
system.  Competition  w^t^   le  private  sector  is  certainly  one  of  our  concerns.  Our 
comments  trt  not  meant  in  any  way  to  belittle  the  efforts  of  the  SEC  to  apply  the 
benefits  of  modern  technology  to  your  mission;  certainly  we  see  the  SEC  moving  in  the 
right  direction.  But  as  Congressman  Glenn  English,  chairman  of  the  House  Gover.imNint 
buormation  subcommittee,  told  his  colleagues,  when  discussing  electronic  filing,  "We 
have  to  recognize  that  there  are  some  hard  questions  presented  by  the  new 
technologies"  (Congressional  Record,  March  14, 1984,  Page  HI 614-5).  We  believe  the 
SEC  thould  pay  close  attention  to  'he  thirty-one  questions  posed  by  Rep.  English  as  you 
monitor  the  implementation  of  the  current  EDGAR  pilot  project. 

H3  also  have  to  question  some  of  the  underlying  assumptions  we  ^ee  in  thf  system  Sb  set 
forth  so  far.  First,  the  projection  of  a  n^arket  of  nearly  two  million  users,  me  vast 
preponderance  of  which  are  Individual  investors,  may  be  overly  optimistic.  We  have 
reviewed  ihe  report  prepared  by  Mathematica,  Inc.  which  contains  these  projeciions,  but 
have  not  yet  seen  the  survey  instnimenU  used  to  collect  data  on  which  this  »..-ojectlon 
was  based.  However,  we  do  know  that  members  of  our  industry  who  must  make  business 
decisions  based  on  future  market  growUi  question  such  ambitious  projections. 

Second,  the  assumption  concerning  the  appropriateness  and  willingness  of  users  of  the 
electronic  filing  information  to  fund  the  SECs  own  use  of  such  data  is  subject  to 
question.  User  fees,  both  by  statute  and  0MB  directive,  are  designed  to  recover  only  the 
coats  of  providing  a  benefit  to  an  identified  user,  not  additional  revenue  for  agency  use. 
Ageneiaa  must  not  take  it  upon  themselves  'o  generate  additional  revenues  through 
services  provided  to  the  public  to  furd  ot^er  activities;  doing  so,  they  car,  in  effect, 
elude  the  Congressional  oversight  buLt  into  the  budget  and  appropriation  process. 

The  September  12  notice  describes  the  proposed  PDGaR  configuration  as  foUows:  The 
SEC  envisions  the  construction  of  a  contractor-operated  processing  system  divided  into 
two  major  components.  On  one  side  wUl  be  a  subsystem  devoted  to  receiving,  storing  and 
disseminating  incoming  fUing  information.  On  the  other  side  will  be  a  subsystem 
dedicated  entirely  to  the  SEC,  comprised  of  SEC  storaga  and  SEC  internal  processing.** 
The  notice  further  states,  "The  final  terms  and  conditions  surroundlr^  sale  prices  and 
SEC  ratemaking  win  evolve  throughout  the  entlra  proeesa  cf  comment,  RFP,  proposal 
submissi  on,  and  contract  negotiati«.  iis."  We  applaud  this  indication  of  flexibility  and 
apparent  willingness  to  explore  altematiw.  It  is  our  hope  that  this  spirit  extends 
beyond  questions  simply  of  pricing  and  does  indeed  extend  to  the  overriding  question  of 
system  configuration  itself.  In  this  hope,  we  would  offer  a  sugg<>9ted  system 
configuration  thai  would  result  In  a  much  better  facility. 

OA  PlOPOtBD  CONFIGURATION 

The  heart  of  our  suggestion  is  that  the  two  subsystems  described  by  the  SEC  be 
separately  handled  and  separately  procured.  Whether  a  single  vendor  could  ^  chosen  to 
perfotm  both  parts  remains  unclear  to  as,  (JDl  the  administration  of  the  two  contracts, 
we  believe,  mu«t  necesssrQy  remain  separate.  The  contract  for  the  subsystem  devoted 
to  internal  SEC  processes  would  essentially  be  a  data  processing  facilities  management 
contract,  and  the  SEC  should  expect  to  pay  for  this  conlrRct  with  appropriitted  funcls;  we 
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ireaaury,  win  likely  more  than  cover  any  costs  incurred. 

'Ikn^?!.'wr^;  '^•^^"^"^^  >>:lernar  subsystem  .nay  not  require  fui.ding  at 

RFP  ^^  I:1J^^  even  generate  revenue.  Such  results  would  evofve  thJ^Jjt^he 
•  P*^P°***  «n(:  contract  negotiation  process.  For  this  subavsiP-n  tn  wnrw 

effectively,  a  number  of  considertUons  m^i  be  addrSieT  Subsystem  lo  work 

First,  propoMli  for  this  subsystem  should  contain  a  statement  of  prices  the 

P""**"  SEC,  examining  various  bids, 

^^.r.^''l^lV^^  pr.ce  level  «  one  of  the  key  factors  ,n  awarding  the 
contract.  AddinonaUy,  Kit  price,  if  any,  the  conir.^etor  will  charge  the  SEC  for 
pi'J'oTllie"  bid'*  SEC  or  its  internal  contractor  should  ^ 

^rmntH^\     tnecotitractor's  significant  invesl.ient,  the  duration  of  the 
Or^lM?!'.^  ?  ^  '•'^"P  development  cost  plus  a  decent  profit 

Oppor  unities  for  renegotiating  pomts  in  the  contract,  especially  as  thev  are 
impacted  by  new  technology,  should  be  duiU  in  over  the  length  of  the  contract. 

Jn'd^?;."fo^Ji!it  SitttftS'f^rjS.^'^^^'^  ^"'^^'"•^^^  -"-^-^ 

fn'flJI^m^t^J.'^r.h^''''''.;  1^  be  required  to  ,ell  to  all  who  wish  to  purchase 
informaiion,  either  in  bulk  or  individual  subsets.  The-e  should  be  no 

limein^       JIl^  ^^^'^'^  regard  lo 

timeUnett      speed  of  acceas,  it  is  anticipated  that  bidders  may  propoae 
different  prices  for  different  levels  of  service.  It  should  be  a  '^>ntr*T^ 
iS2trrT!r\V^.M^  contractor,  if  it  proposes  to  offer  value-added  services  m 
the  market,  should  have  no  advantage  with  regard  to  timeliness  of  access  or  cost. 

protection  of  the  bulk  sales  market  she   i  be  devued.  The 
™  ™^  K  •ccwately  notes  the  possible  undercutting  of  the  market  that 

Z  ^J^^     bulk  informjitioncan  perform.  This  area,  wr  t»el.eve,Ts"ne  of 
the  mjtt  complex,  and  mmt  bt  addressed  to  assure  the  success  ot  fh#  -Mt 
we  recognize  the  difficulties  faced  by  the  Commission  in  5^^n^  with  h^^  ^ 

«.mr.^V^"  ^^'^  ^^""T  ^"^^  ddta  by  purchasers  from  the 

contractor,  requiremantt  that  such  reseUers  provide  a  fixed  payment  (Jr^oMla 
fmrv^tr  revenue,  or  some  other  method  of  protection  must  be 

implemented.  Such  matters  might  indeed  require  legislative  author.zation-  wc 
Zirn^m  •^"^"V  foreswe^any  implied  claim  of  ' 

government  copyright  in  v,.-  ownership  of  the  information  so  restricted. 

Starilv  rl^ru^^  d^-termines  appropriate,  it  might  however 

TiAk  fVim  1?       !if    '''^'^  enhanced  marketplace  to  insulalf 

itself  from  any  possible  question  about  its  receiving  unfair  advantage  from  it, 
con  rac  or  relationship  with  the  SEC.  The  intern«l  system  cor.t?acfor  wo^^ 
explicitly  prohibited  from  selling  any  informM.on  ,t  deve^oPiX  coi^"e 
performing  its  duties  under  its  contract. 
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S€V«aCh,  the  SEC  would  obtain  bulk  data  from  the  external  contractor  in 
•cco^dMtce  wtth  the  terms  of  lis  contract.  Further,  it  could  purchase  enhanced 
mformaMon  predicts  from  the  contractor  at  market-deter  ruined  prices. 

TMi  Mt  oi  «TMigeni«iiU  w cmiM  sUU  meet  .he  objeetives  of  af  fordinf  cost  ef  ficieneiei  to 
fll«ni  it  wnuM  •ee«l«r»te  the  UnsUma  with  which  fuU  diMdonre  f  lUnfi  are  nuxSc 
•raMie  i»  inv«itoni  ami  it  woiAd  allow  SEC  ataff  to  tmgiioj  sophisticated,  new 
lafomatioii  haadUnf  teehfiiqiMs  in  pflrforabic  the  review  of  these  fillip  Most 
laportar.tly,  it  would  aUow  the  eompetitSve  infonuUon  sMrketplaee  io  play  the  primary 
nie  in  refiiating  the  price  and  availaMUty  of  secui  ities  Information,  while  preserving  a 
MaMied  but  vital  role  for  the  Conmiasion  in  aanaing  equitable  acceft^  io  filing 
formation  by  aU  who  want  iL 

RBSPONSES  TO  SEC  QUESTIONS 

Before  concluding,  we  will  turn  our  attention  to  the  specific  questions  contained  in 
Section  V  of  the  Septembe-  12  notice.  Our  responses  will  be  predicated  on  the  suggested 
system  configuration  above. 

A,  Should  the  proposed  ftystem  be  financed  through  umt  fees  as  opposed  to  general  tax 


The  internal  subsystem  should  be  financed  by  appropriated  funds,  as  for  any  other 
government  data  processing  activity.  User?  of  the  external  subsystem  should  be 
charged  fees  designed  to  cover  the  cost  of  operating  that  system  as  well  as  a 
reasonable  return  on  investment, 

B.  Do  you  f  .link  that  the  Conmia^on  should  rsfulata  the  price  of  d&aMminatlon  of 
electronic  raw  data? 

The  price  should  be  proposed  as  one  of  a  number  of  components  of  each  bidder's 
proposal,  anJ  the  Commission  should  evaluate  Uiis  factor  al ^ng  with  others  in 
awarding  a  contract.  Opportunity  for  acljusting  this  price,  as  well  as  other 
contract  provisions^  should  be  buUt  into  the  contract. 

C.  Wtat  aaeehanisRi,  if  any,  do  you  believe  should  be  arapftoyed  to  protect  the  SEC 
oontrsctof^  sale  price  for  raw,  taik  data?  Plasaa  inelnde  a  brief  discuHion  of  what  you 
view  as  the  advantafsa  ami  dhailiantstas  of  yow  propoaaL . 

An  outright  prohibition  on  subsequent  resale  of  bulk  data,  a  fixed  payment  or 
prorata  share  of  the  revciu'  f*om  such  resale,  or  some  o**ier  method  sull  to  be 
determined,  would  be         kJ  to  protect  the  contractor  from  the  n.vet 
usurpation  envisaged         iEC  notice.  Legislation  Authorizing  such  conditions 
may  be  required. 

D.  Do  you  believe  it  is  operationaUy  feasih  for  the  SEC  to  guarantee  equity  of  access 
to  ail  oft-ti/MB  UMTS  m  n^mAmd  m  iMs  raUiM? 

Assum  ^g  this  question  applies  to  access  to  filing  information  b*  th  eneral 
public,  we  believe  the  best  arbiter  for  assuring  that  consumers  ge.     <at  they  need 
and  want  at  the  most  efficient  price  is  the  free-enterprise  market.  If  the  SEC 
establishes  a  mechanism  for  equitaUe  access  to  the  bu?k  information,  a  hosi  of 
competitive  suppliers  will  meet  the  need.,  of  the  markelplane.  The  SEC  must 
assure  equity  of  access  to  all  users,  and  therefore  it  may  wish  to  as<;ume  the  role 
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of  "s  jurcc  of  last  resort.''  This  mty  l   accomplished  by  providing  access  to  the 
electronic  fiUngs  via  terminals  m  .ts  public  reference  rdms. 

a      ^^P^^  or  .even  yeMTM  for  the  conlr  act' 

Would  a  lofifer  period  result  in  a  lower  price  to  oormnen?  «^ir.ci 

"^V"^  contractor  can  recoup 

!  PI  f     investmenla  as  well  as  a  reasonable  profit,  but  we  have  no  d^tn  on 
which  to  favor  seven  years  over  some  oUier  period. 

P.  Does  the  fmandng  of  the  opcraUonal  contrMt  dep«id  in  any  way  on  whether  or  not 

or^rrrr.s^rLT-Hl'^-"^"  ^^^^^^^ 

that  the  Commission  will  recUie  an  ever  Increasing  number  of  filer-  availing 
c^nnJT.n.t  opportunity  of  fiLng  elecL-onicSy.  Furthermcr7,  ouJ  ^ 

^J^i?  .tS!.  .K.  ^  *"  electronic,  forms  increases,  Information  companies  may 
l.hlV.^'  J^^''^  remaining  paper  filings  into  elect^nlc  form 

(perhaps  through  character  recognition  or  optical  disk  -^ning  devices)  for  tt.e 
convenience  of  their  customers.  «cviv.-«/  lor  u.e 

G.  HowstM>uld"bMicdiMeminatkm«b«denirin 

tJfl.TV^i"'^^     'Z*^'*  '^"^^  ^  considered  the  basic  record  in  the 
aU)  bosic  recor*.  Extracting  information  from  a  basic  record,  even  as  simple  in 
^^m^r!Si!iJ^^^V  !f.'  S"?*'*  °'  considered  "enhanced 

marketplnce  to  provide. 

1, 1!!!!!  I??"'*    *?  "W«*     not  prohiMt  the         of  th.  r.» 

tl?2d1l?SL  •wMflf  pciod  or .  (1)  t««,trf«,  horn,  (1)  OB. 

week.  «Bd  (3)  WW  lyatli  brfcw  tin  |i  welMiMi  of  tm  bulk  (hu  ooiJd  mU  Ut 

The  mpchymrn  proposed  in  re^>onM  to  question  C  should  .dequelely  ,d*»i.  the 
^lem  of  undercuttint  the  contrectort  m„ket  for  bul .  St^Btcl^oUht 

BFPKC7  OP  SBC  ACTIOH  OM  WOtMATIOll  MARKCTPLACB 

m'L'^.Zr' H  "  '°     <"'"'"«"<^      "»  recognition  .hat  the  .ppl.c.fon  of  modem 
nS^^^Ue  P^Sr'"r."'"'?r^  t«:hnclO|ty      enhmoo  the  .ccompUihrnent  of  iu  FuU 
re-ir  ?   X,^  >«">  '~n<  f  «•  covernf.  end  from  officii 

CommUiir  Wha^  °',«'»'»»'"'"  'or  EDGAR  emanating  from  the 

the  SE^^'.h?Fnnr:,      "L"    m,?'  "      '"'^        b^lfl  request  for 

iMd  m  lfi?e  ^^J^i,?  ?!r'""'S".r  "Pf- '  f'P""!  by  Mtthem.lica,  Inc.,  doTnot 
nv«^^,  of  ^  t^^     M  >»•'      "»«      bil''^  '"at  some 

t"\ZT.  J  t^  ^  increased  spe.'d  of  access  to  full  disclosure 

f.!.n6s  am)  from  the  abihly  to  subject  such  filings  to  computer-assisted  ana^is   1  is 
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ne.nbcrs  of  Ihe  H^i  after  M,  who  have  created  and  served  the  market  for  :>ecurities 
information  both  through  traditional  ink-on-pa^er  puhli&hing  anc  contemporary  data 
communications.  These  r  ompanies  also  can  be  expected  to  continue  to  meet  iniiovativeiy 
the  needs  of  this  marke'  Uace  as  the  oapebiUties  of  modern  inlormation  technology 
continue  to  expand. 

We  believe  that  EDGAR,  if  not  implemented  wisely,  could  be  the  vehicle  by  which  the 
^vernment,  i.e.,  the  Seciirities  '"id  Exchange  Commission,  enter*  the  securities 
information  market.  Indeed,  the  Mathemttica  report  st'ies  clearly,  "Tne 
implementation  of  EDGAR  can  be  viewed  as  the  injection  of  a  major  new  competitive 
force  in  this  industry,  and  can  be  expected  to  have  substantial  impact  on  these  (securities 
information  industry)  firms"  (Page  77) 

Ironically,  it  should  be  noted,  the  financial  securities  inforr^lion  area  ha^  t>een  pointed 
to  by  II A  as  an  example  of  how  information  businesses  can  flourish,  absent  government 
competition   Ojf  most  recent  survey  of  Uie  industry  indicates  thai  in  1982  there  were 
222  companies  seibng  "economic/econometric/financ*al/»ecuriUes  information,"  with 
revenues  of  $1.66  billion.  Forty-two  of  theae  companies  had  re%  *nu«5  exceeding  $10 
milbon,  wnde  fuUy  half  (111)  were  categorized  a»  "imall"  with  revenues  under  $1 
miilion.    Moreover,  the  existing  contractual  relationship  t>etween  Ibe  Commission  aiAl 
Disclosure  Partners  has  been  described  as  a  good  example  of  how  a  government  agency 
can  use  the  private  sector  to  meet  its  required  informatiMi  mission  whUs,  «^ 3  allowing 
Its  contractor  and  other  companies  the  opportunity  lo  compete,  on  •  level  playing  field, 
to  meet  the  needs  of  the  market.  It  is  our  hope  that  the  Commission  wishes  '.o  continue 
10  serve  as  such  a  good  example. 

The  injeciion  of  electronic  processing  compl.cates  th<  issue,  however.  The  process  of 
handling  paper  documents  and  creating  microfiche  copies  lends  itself  very  well  to 
providing,  as  a  by-product,  finite  dehveraWes  (specifically,  indexed  archival  and  public 
reference  microfiche).  In  an  electronic  environment,  the  extent  of  the  deliveraoles  is  far 
from  ^'nile;  information  in  electronic  form  can  t)c  formatted  and  reformatted  in 
countless  ways  to  meet  needs  neve*  conceptualized  at  the  inaugurauon  of  the  system.  It 
strikes  us  as  unreasonable  to  expect  any  contractor  to  ag^ee  to  provice  such  open-ended 
service  on  the  Mme  no-cost  basis  whicn  the  SEC  now  enjoys  with  Disclosure.  More 
importantly,  the  involvement  of  the  contractor  in  what  are  arguably  governmental 
functions,  such  as  review  and  analysis,  increases  as  tne  rather  straightforward  handling 
of  documents  is  supplanted  by  more  sophist;cated  rnaripula'ion  of  information  under 
software  control. 

CONCLUSION 

In  conclusion,  we  woul(<  like  to  i.hank  the  Commission  for  the  cpportunity  to  share  wiili 
you  our  views  on  th^  very  significant  information  policy  development.  It  i*?  our 
perception  that  implementation  of  electronic  fil.ng  systems  wiU  differ  from  agency  to 
agency,  but  that  there  wiil  t>e  in  all  systems  Oroao,  o*erarc^tng  puucy  c*oii»tuei  utiofiS.  It 
IS  further  our  perception  that  the  SEC,  through  F.DGAK,  is  perhaps  further  ilong  than 
any  other  agency  in  its  development  of  such  a  system.  Therefore,  it  is  reasonable  to 
assume  thai  tUOArt  will  be  looked  to  by  other  agencies  for  its  precedential  va'u3. 
Accordingly,  we  believe  it  absolutely  essential  that  the  Commission,  through  exleasive 


ERIC 


91 


85 


^'d*C«riy'  ■'"P'«-*'"''''on  of  EDGAR  carefully 

mri?"!!^'""'  "  "  "'"^  '"at  public  p.ri,cip«:.on  in  the  development  of 

tDGAR  be  encouraged  to  the  maximurr  extent  possible^  To  t-u  end  w.  wonw 


body. 
Sincerely  yours, 


/ 

Robert  S.  WiUard 


Enclosure 
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INTEGRATING  AMERICA'S  INFOSTRUCTURE 

Paul  G.  Zurkowski.  Prestdent    Information  Industry  Astocbtion 


Abstract 

The  iNFOSTii^CTUffE  is  defKiCd  bv  using  o  map  of  tr>e 
inf ofmatkxi  Inoustrv  to  ihow  me  intwrelattonshipi  of 
•igM  Indutfry  mgrnmi^  content  ««fvk:«(  content 
pockoge*  f  octWoHon  mvic9%  information 
tectinotogl**  Integrattng  fectVK>logtM 
coinmunlcalloni  t^ctmoiogm  communlcattons 
ctxnneJa  and  broodcoit  chonneH  The  key  force  for 
mtegrotlon  is  the  formation  confer*  thot  hokJi  the 
InduHiy  together  and  gtvei  H  0  rotoon  d-etr-  The 
crtterta  for  Identifying  mformatlon  buunen^k  ore 
WentHted  and  eoch  aegmenl  of  the  mop  li  reviewed 
m  relation  to  thea*  param«t«n  A  new  vertlcaitv 
Wegroted  INfO^.VUCT  RE  It  revMtKt  boMd  on 
mtormotlon  ond  communication  fectVKJiogy  and 
<3«*gned  to  deflver  mformotlon  content 


/ 1,  

'WOSWtx:nyfffJsop«yonthe^/ordu  .itructu'e 
Although  sometimes  ovenjs^d  introftrucofe  hoi 
proved  to  be  o  useful  term  thot  embraces  the  myriad 
resooTces  necessory  to  support  o  paf»lculor  octMty 
be  It  a  metTopoWon  area  or  o  corporate  «  ntity 
AmwICQ  I  iNFOSTWCWK  is  used  slmHorty  to  denote 
the  myrlod  elements  necessary  to  siipport  ttw 
•opfOstlcotcd  Information-handling  copoblWty  tnof 
dWmgulsh*!  the  United  Slatm  economy  enhoncw  Iti 
producttvtty.  an  j  challenges  our  ovoflobie  human 
foiert  to  be  cNi  that  n  con  bei 

Porol  provided  on  Impetus  to  the  recognition  of  It*, 
•conomk:  slgnificooce  of  Information  In  his  oholysls 
of  the  notlonof  occoonti  structure  that  distinguished 
orrong  oorKjutturat  industrlat  ond  Infortnotionol 
octtvitlei  V  His  analysis  defined  46%  of  the  economy 
OS  InfoffTKxtlonal  In  notuf«L  Although  he  did  include  in 


tn«  mformotlonol  cotegory,  sontc  x:ttvttl«s  thot  could 
hove  been  dossffled  as  Indwtrtoi  tttt  bturrtng  of  lines 
between  the  sectors  has  not  detracted  from  his 
resufit  and  the  interested  public  has  benefited  from 
ihonng  Porofs  onolyils  and  thesk 

Elements  of  the  «»OSn?UCTUeF  thai  he  recoyUzed 
and  attempted  to  nr>easure  ore  aireody  in  place  or 
dearty  outNned  in  every  orgontullon's 
three-to-flve-yeor  plaa  WKit  Isnl  yet  evident  is  how 
'JPWJV  tie«e  elements  wN  mtegrole  The  resulting 
mfegrotlon  Is  cetoln  to  have  a  profound  multiplier 
•tf»ct  on  the  copabMHes  of  the  oomponeni  parts 
and  on  our  nolton's  overol  capoMWet 

M  Itiere  Is  o  tundomemal  deflnwonol  problem 
encountered  in  any  oKempl  to  onotyze  the  elements 
of  the  MFOSrmCTURF  and  to  meoftjim  or  forecast 
Iheir  impoct  ft  Is  the  pwpose  of  this  paper  to  provide 
0  wortcing  deflnltton  of  the  industry  and  to  address 
the  integnaflon  that  Is  occunlng  m  the  INFOSIWC.JRB. 
mtegroron  of  hardware  monufocturer  wHh 
mf omKitlon  handMig  or  processing  integration  of 
information  content  creation  wUh  conwnunicotlng 
capabilities  and  more  This  oftampf  is  tar  from  the  first 
to  provide  such  a  framework  tor  analysts  but  let  us 
hope  that  It  Hke  those  that  hove  p(»oeded  wMl  be  o 
catafyH  to  stimulate  discussion  and  Irnprove  our 
preporotlons  fo  ^  coming  integration 

DfflNMC  THE  INFORMATION  WOUSTRV 

MonyHnrtes  people  respond  to  the  introduction  of 
the  concept  of  the  infornxillonlnduslrv- or 
•mformotlon  economy"  by  saying  X>\  you  rT»ean 
the  computer  mduHry*  The  significant  lnfluenc«  of 
the  computer  in  the  mformotlon  revoMlon  rrvskes 
this  on  undenlandable  response  Professor 
Anthony  Oetilnger.  at  the  Program  on  mformotlon 
l^Mources  PoNcy.  HonfOrd  UntverHty.  developed  a 
mop  of  the  mf  ormalton  industry  based  on  the 
relatlonsNp  of  virlous  parti  of  ihe  industry  to 
oompi^  m  hli  defmmon  of  the  industry.  Or 
Oettmger  ploced  the  oompuler  of  the  cen^  of 
the  map  and  arrayed  the  other  elements  around 
K  moving  from  the  left  sue  of  the  mapi  which  he 
dtilgnnted  condmt  to  the  rtgW  Hd^  .which  he 
called  content  and  from  the  topk  which  he  called 
proAicH  to  me  boltorn  which  he  coned  senricet '/ 

Another  version  of  an  mforrxmon  mdmtry  mop 
was  developed  by  Lorry  Day.  then  located  of  the 
mformotlon  Technology  Group  as  .he  corporate 
planner  ond  now  senior  vice  president  for 
reseorch  at  Busmen  imematlonai  Corporation  His 
map  Is  dMded  mto  eight  segment!  eoch 
orbttTorlty  the  some  slie  ffeoc«>g  m  dockwtse 
fashion  oround  the  mop  and  beginning  of  the 
one  O'clock  po«ltior\  the  mop  mdudet 
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•  Content  SeMc«9 

•  Content  Paci(ag«t 

•  FocMnotton  Ceivtcw 

•  intormatton  Technology  as 

•  Integrottng  Technologies 

.  Com*T>unkxJtlon»  TechnotogJei 

•  Commtimcattom  ChonneH 
.  Ifoodcajl  Channel! 

(Figure  1) 


The  Wegrollon  of  lhe«e  legmenti  Q«  the  mop  and 
the  reipecttve  subinduitTtei  Ihey  eoch  repreMnt 
can  be  cufnpared  to  the  *a*  of  eitabNihing  o 
cootefeoce  of  highwoy  uiea  If  the  WFOSTWCnwf 
eidHs  to  fodWato  the  movement  ml  ormoMon 
(the  equlvolerti  Of  cognlefpaiti  of  people  event* 
and  arttkxtil  then  the  miegrallon  o#  the 
fyFOSnfl/TTUBf  ho»  o  tocui  ilrfillof  to  that  of  o 
htghwoy  uteW  ooo^efeooe  >NM  movet  throi  gh 
the  M»enx  In  bofh  cam  hoMi  the  lyUem 
together  and  gtvet  i  o  ration  d'etre 

The  WegroHng  force  lof  the  WFOSrWCTWf  H  the 
need  to  move  lnromKrt<on  content  The  key  10 
undentandhg  the  Negranon  of  01  the  divene 
parti  of  the  MFOSTRUCTWr  to  the  recognmon  that 
the  objective  of  the  WFOSTWCTUW  H  to  create 
communicalii  and  (ie*vef  Womirttoo  uieM  to  (* 
the  ecofwmk;  lodal  and  pomtc  <  odMNei  of  the 
country  Uilng  Da/«  maix  one  con  review  the 
motor  conY)onentt  of  the  mduiliv.  con  undeotond 
how  the  parti  letate  to  one  oncihei;  and  con 
NgNlgW  the  developmenH  In  each  legmer* 
moving  the  mduHry  toward  miegrattorx 

The  rTKip  con  be  HJbdMded  Into  two  major 
legmenu  to  dWmguMh  intormatton  RieN  from  the 
lechnotogiei  through  which  It  troven  Port  I  win 
levlew  the  three  lecton  of  the  map  that  oddren 
Intormatton  content  boHnewet  and  Part  n  WW 
levtew  five  legmenli  of  the  nxjp  that  oddren 
rtormalton  technology  reioorcei 


CtMIACrmilCS  Of  1>C  lt#ORMATION  nJSMBS 

Prior  to  examlni^  the  map  one  muH  to  underHond 
the  chcvacteriiNtct  of  mtormo^ion  mduHry  and  the 
information  bu*»e»ef  wHhm  It  The  tundlon  lewed 
by  the  mformoHon  mdMtry  n  to  deal  wHh  o  baitc 
human  coodMion  caled  the  -oo^^mve  icreen' 
Everyone  H  o  product  of  hii  poA  Each  outomoMcaliy 
tcreem  out  mtormallon  deemed  irrelevunt  to  current 
conoemi  Thii  alowt  mdlvlduali  to  handto  tw 


FulurtHi  and  Otien  who  leeti  to  ivr^heilie  new 
devetopmenn  leek  comctouHy  to  remove  their 
cognNtve  icreem  io  01  to  recogntae  the  relevancy  ol 
teemmgtydNporoledevetopmenteThelntormJton 
bmmeN  oomciouity  Meki  out  people  wUh  common 
cognNtve  icreem  and  poohogei  ii  mtofmoHon  to 
penetrate  the  oognMve  Bcreem  of  tw  people  tor 
whom  the  mtormalton  content  hai  volua  ThK  In  turrx 
leodi  the  mtormalton  company  to  develop  o  number 
U  dMncttve  chofocleritfc*  or  «MMec 

1  kilonTKMonCompanmCmp09nmlrOmiPioducli 
informalton  oompamei  create  twlr  own  profMt 
m  contra*  to  IrodWonrt  book  puUiherf  wNch 
maintain  o  liable  of  outton  to  wrtto  maleiiali  thctf 
the  pubMhen  then  edK  pockogi^  pubitfi  and 
morttet  twtany  miotmolton  oompanlei  do  rely  on 
outMe  louroei  tor  their  row  malertal  bul  In  the 
pfooe«  of  oddtog  value  to  fheie  data  they  mete 
them  their  own.  Although  copyrtgN  k  generoihr 
considered  on  outhofi  AM«  ■  k  med  by 
iTodmonal  pObMhen  to  create  o  pioprtelary 
ponton  on  which  the  pubMNng  and  martceHng 
mve^nenl  can  loiely  be  thod*  In  oonfca*  ■  H  the 
mtormahon  company  i»«rihat  hai  o  legllmrte 
dolm  to  o  copyrtgN  tor  the  author  MK^ioni  ■ 
perform!  In  oddhg  value  to  lirfoiinollon 

2  jhtofrT)q«ooCofr<x»il«Mcilri«riao»£^^ 
ffetoffors 

Ai  contrmled  to  conoerre  about  tWei  In  prw  and 
the  condmon  of  o  boddHt  the  Mormolon 
company  wortd  dotely  witi  <he  people  who 
octuoNy  uie  the  mtormalton  ptodud  or  lenrtoe 
being  provided  INi  lelanoniMp  oeolM  o  hey  roto 
tor  the  cwlomer  lervtoe  people  who  oto 
ejipeded  to  tmtale  uier  needi  into  proctoct 
enhoncementi  and  new  product  Weai  7  IhH 
choroctertilto  ol  htormallon  onmponlei  »ewfc  In 
the  implemenlaHon  ol  aierton  a  curtomtKAon  of 
pioducH  and  crttorton  4  HMdWIly  In  dtlvery 
medki 

a  infomtallon  Product  An  Cuttomti^d 
ClOM  uier  retonom  leod  dMcNy  to  o  ptoc««  of 
cuitonttzmg  the  Infonnafton  .ervtce  provided  The 
product  H  of^  deaveieo  In  'curtonr  pacto^ 
whether  or  r^jt  i.  ^  been  cuitomlied  In  oi 
aipecH  In  oddRiorx  CMtomen  wfl  Mldom  ind 
Intormatton  produch  on  o  dteounltable 
Producers  and  men  ol  mtormalton  alee  know  the* 
out-of-dale  mtorrrwllon  H  "tfUntormalton'  and 
connot  be  dUcour*  prtoed 
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4  infcmKJtton  Companies  ArB  MsKikj  Independent 
An  Infomxjtton  compony  muit  be  medio 
JfKiependen*  of  mutt  u»»  a  mummedia  oppf ooch 
One©  on  InfomKiHon  product  is  morketed 
nu;Twou«  oppUcottont  fof  the  cxxitent  of  tt>e 
product  wM  cMcidy  hecome  opparerrt  Often 
these  needs  cx>n  better  be  wtlifled  In  medio  ottw 
tt>on  the  medtum  in  wtiich  the  product  woi  first 
otfere<a  To  fait  to  provtoe  the  mformotloo  in  these 
olterfxjte  niedio  'orm*  to  lOH  to  tolce  o 
medto-mdependent  pocture  is  to  concede  to 
compefttors  shares  of  the  martlet  for  the 
Inf  ormotton  ttKJt  con  be  lerved  in  different  medio 
formats 

&  fnforwafton  ProducH  are  Decision  Directed 
ine  object  of  an  Information  company  is  to 
a«t  Its  Inf  omx«on  product  or  lervlce  mto  the 
'"a'n*«am  of  the  decWorwTKJUng  processes 
of  the  user  Inf  ormotton  company  products 
ore  decwon  directed  Informatkdn  componles 
recognbe  the  prtndple  that  users  need 
Informatlorx  not  for  Ns  mtinslc  value  but 
because  it  ailsts  mem  in  rTKMng  sound 
ludgemenli  Information  is  Mce  the  pioverblat 
quarter-inch  dhM  bft  mWons  ore  loid  each 
year,  not  to  people  who  wont  drill  bit*  but  to 
people  who  wont  holei 

6  information  ComponJes  Price  on  the  BaUt  of 
Benefits  Provided 

P''*clng  of  mtormatlon  is  based  more  ctosei/ 
on  who!  It  would  cost  the  end  user  to 
reproduce  the  product  ttKm  on  a  pro  rata 
shore  of  th*  cost  of  producing  ttie 
Information  This  foctor  distlngiiishes  the 
information  corrtpony  from  the  traditional 
pubttsfw  since  the  publisher,  when  moffcering 
Its  product  antlcJpates  or  forecasts  a  soles 
vohjme,  pockoget  and  promoies  the  product 
fo  appeal  to  as  wido  a  mortiet  as  is  feasible 
and  calculotes  price  on  some  multiple  of 
eoch  volume's  first-copy  cost'  The 
mformotkxi  compony,  in  controst  prices  the 
product  on  the  basis  of  what  benefn  it  will 
bestow  on  the  end  user 

7  Information  Companies  Ate  Sepostlorles  of 
^M)ars  i(nown  or  i(nowU)ie 

A  seventh  cilterton  was  Identified  In  a 
<*«cusston  with  a  public  relations  firm  thot 
clolmed  to  meet  all  the  obove  cnterto  fas  it 
ciearty  moy^  But  what  a  PR  firm  does  not  do 
hsorve  o*  a  resposltory  of  wtKSt  is  known  or 
w^owoble  about  a  glver^  oreo  of  busJneu  or 
nunrxsn  acttv*fy  Mo«t  m.orrrMJtkxi  content 
companies  by  definition,  cto  so 

a  information  Contpanles  Perceive  Ttieir  Product 
to  Be  Informatton 

The  9isence  of  information  corrioany  octiv«v 
Is  one  of  perceptkx\  if  the  .nformotton 
componv  'ecognlzes  ihot  Its  boslc  produc*  i< 
mformoilon  content  thot  firm  Is  m  ft^ 
Informotton  i.iduttry  wt^ether  or  not  meets 


ony  f  f  oil  or  ."^^  obove  criterta  if  the 
perreptJon  exists  the  pattern  of  behovtor  is 
sure  to  roHow 

PAfiT  i  •  INfORMAIIOff  BU9NESSCS 

Oefimno  and  distinguishing  the  first  three  mop 
segments  is  vttol  to  on  understanding  of  the  whole 
map  and  ttxis  the  whole  Indusfry.  but  even  among 
fhe  companies  m  the  fW  three  sectors  of  the  nr»ap  • 
WomKWon  content  lervtee^  mformatton  content 
pockage«  and  focMollon  Mhrtcet  •  the  information 
coTDponies  ore  dtotlnct  and  dWinguishable  to  the 
extent  that  they  fuJJW  the  above  cilfena 

coNmir  sBMCcs 


(Figure  2) 


News  senrlcet  databM  (electronic  ond  ofherwisel 
indexes  tfbrartes  Information  broker^  database 
dWrtbutor*  and  videotex  oppeor  In  the  content 
senrtces  segnr>enl  Two  sen4ce«  newsletters  and 
iooMleaf  sendee*  overlap  both  the  content  seivkres 
segt'ieni  ofK*  the  content  pockogos  segment  Of  all 
industry  segnftents  represented  on  fhe  map  fhote 
businesses  In  this  sector  mort  ctotely  comply  with  the 
above  criterta  and  are  moct  Hkely  to  quaNfy  os 
informotton  buiineMei 

The  mformotlon  Induiify  Ai»c*atlon  si-vey  of  the  WV 
revenues  in  a  unlverM  of  t02u  US  fWms  rougf^ 
e'Mivoleot  to  the  content  aervtoes  segment  of  the 
mip  whteh  generated  (in  the  for- profit  sector) 
Of  Droximotelv  $«  bHHon  ond  was  growing  at  o  rote 
of  "0%  per  year  The  report  In  Jooted  that  in  1978 
mkprint  revenues  of  tWs  unlvene  were  75%  whereas 
•lectronk:  dafa^3le  revenues  were  Jusf      The  W9 
figures  showwl  71%  for  mkprmt  and  neorV  «%  tor 
<lalabase  revenue*  Considering  the  overall  growth 
^rfe  of  20%  for  the  universe  the  growth  rate  of  26% 
lor  electronic  dotaboses  was  sl^ilftcanl  and 
represented  a  nwre  drontitk:  growth  than  thek  3% 
Increase  might  ofhenMse  Imply  In  a  growing  market 
"lotobases  shew  a  stronger  thai  avero<v>  growth  and 
on  Increasing  morkef  shore 
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•ervtcrt  in  Mvef^i  fufx:tkyKil  categories  orxi  ol 
coiKia  deiVe  revenue  front  compfjttng  In  ft>e$e 
vortom  Hoei  ol  bu$ines*  Thui  tne  1023  componies  in 
Itm  lufvev  univeoe  ore  octuotly  equfvolw  it  to  1693 
luppHert  of  kKormotion  teo^cei 

(Figure  3) 

•USMICMOriNPOfMiATIOMIW^Oirr  1M0 


A  tirriftof  survey  is  being  corrted  out  tn  1983  to 
meosure  the  perfOfmonce  ol  this  segment  ol  the 
IndustTY  .n  1985  end  1982  It  is  expected  to  provide 
some  oddttonal  trend  Indicators  and  buitd  on  tf,e 
trends  identtfted  by  n>©  eoriier  sun/ey 

CONTENT  PACICAGiS 

IFigure  4) 


m  oddttton  to  newslettert  ond  tooieteal  aervteei^ 
which  ore  In  both  categorte*  Day  Inciudes  m  the 
Content  Pockoges  segment  rewipaper^  mogqDtnes, 
boota  dlrectorte-*  ittnu  reports  racord?  tape« 
micropubntf>tng  and  vtdeodiics 

The  inlofmatkxi  octtvlsti  in  the  Content  t^ockoges 
sector  show  evWeoce  o<  movenem  lowo/»  the 
Content  Senrtcei  •ectoc  Thi»      h  expreoed  In  fhek 
odootion  Ol  the  charoctemtlct  ot  mto-rrwttoo 
businesMt  Ol  defined  abOYa  For  omef«  howevw  the 
perception  that  Informoiion  content  k  fhek  bmlrwa  is 
locking  Ai  a  resuMl  the  builnen  paltemi  ltK4  martt 
the  miorrxitlon  mdustry  are  mMng  oka  m  addmorv 
most  porttdponti  m  this  sector  ore  medki  dependent 
Their  products  are  tied  to  the  Ungie  specific  medhjm 
through  which  thoee  produdi  hove  WitoiVxJv  been 
jeHvered  They  alM  tend  to  coct-prtce  Ihek  procAict 
based  on  muinplet  of  their  "flnt-copy'  coKt 

The  tronsmor  to  on  •mformollon  confer**  perception 
ol  the  bmmea  is  not  easy  Many  poitlclpanls  m  thli 
segment  serve  the  mass  morkel  and  hove  dWculty 
seeing  how  they  con  offer  fhek  product  m  eJ^Krtrortc 
or  other  medkj  withouf  endkH)  up  competing  wffh 
thems«lve&  The  mforrrKjHon  nd'  ^*  •  i  t^e  other 
hand  recognize  that  they  have  to  ompete  with 
thermetvet  to  learn  how  their  proAich  tionrtrte  Wo 
and  are  priced  as  oltemattve  rrwdto  products  They 
recognize  that  they  cannot  afford  to  give  up  shores 
of  ttwir  mofltet  to  mnovottve  compeWoa 

It  should  be  recogntzecj  thai  m  mteHecfual  property, 
eoch  profttCt)le  operation  ir  a  fragile  thing 
Com  ponies  conrjot  be  faulted  for  concenfrotmg  on 
keeping  their  operottons  working  and  mtod 
notwtthstandlng  the  rapid  change  on  the  penphery 
of  their  businesses 

FACIUTATION  SWVlCfS 

(Figure  5) 
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The  kifids  of  bU9ineoes  mduded  m  FocHttahon 
Services  fall  into  <ouf  clo«e-to-lt>e.|n(ofmatlon<»nterr! 
Ofoop  cotegortet 

1  The  pfocetsiog  oH  other  peoples 
mformotton.  fine  shortnc  and 
service  bueoui 

2  Trorwoction  processing  bank*  e^eclronic  hmds 
Ironilef 

a  Turnkey  tervk:es:  so.1ware  servtcei  systems  desiga 

locifWes  nDorKsgement 
4  Targeted  service*;  conlerencei  monogemoni 

coosultlng  mortcet  and  busmen  reteorcti  and 

odvertlslrv^ 

Of  the  above  categories,  rocumes  monagernent 
conference!  morKjgement  consultlrtg  and  n  artcet 
and  buslr>e>»  reseorch  ore  all  included  in  tt>e  HA 
survey  universe  ona  ttierefore,  counted  m  the  $10 
WMk-/n  1979  revenues  nentloned  with  respect  »o 
conterit  services 

t  InfOfmatKX)  Processing 

As  noted  on  the  map,  ttme  sharing  bridges  two 
segmenit  foatitction  services  and  mfOTnatlon 
tectvx>togie«  presumably  on  the  assumption  that 
t<rT>e  sharing  is  a  technology*  in  tt>e  Greek  sense  of 
tt>e  word  'a  process  copoble  of  proojdng  a 
reproducible  result'  Time  shoring  provVles  access  to 
ftie  Informotion  technok)gies  for  a  group  of  users  ttwt 
do  not  hove  the  desire  or  abWty  to  support  Irv-house 
computer  services 

At  one  time  a  distinction  could  hove  been  deorty 
drown  between  the  Information  coitenf  bujnesses 
and  the  data  pKocessing  businesses  How  however  It 
can  be  sold  trxst  informotkyi  componles  and  data 
processing  companies  together  ore  creoflng 
Informotion  -  retrospectively,  concurrentty  and 
Pfospectivelv  The  data  processing  sectnr  is 
beginning  to  reoch  out  to  tfie  lntormotkx>  content 
business  and  as  a  result  Is  beginning  to  be 
Integroled  into  the  ,VFO$7WC7WC 

Trodltionol  doto  pro:es8ing  firms,  represented  m  this 
category  by  *<me  sharing  and  s  >rvtoe  bureau*  "tin 
process  Information  owned  by  ethers  and  return  the 
informotion  to  tt>ese  firms  In  different  forms  or  onoys. 
Thu*  in  a  one-to-one  communlcatioos  proce« 
ledger*  baior^ce  shcetl  mventory  record*  ornJ 
personnel  records  are  aH  nx^ctHne  processed  in 
opproxlmotety  tt>e  some  way  accourYtants  txive 
handled  tt>e  intormatlon  riKinually  Data  processing 
ho*  in  effect  outomoted  tt>e  accountant  s  "book' 

The  intormotion  industry  opprooch  on  tt>e  ottwr 
hond  is  to  wr.te  its  own  'book*  Not  or>ly  does  a  firm 
own  the  Intormotkxi  H  handle*  but  It  also  sells  to  a 
vortely  of  custorr^ts  products  and  services  based  on 
ttTOt  Intormatlon  it  i*  in  addition  to  its  oltier 
choroctefistic*  o  one-to-mony  communfcottons 
phenomenon  WWh  the  odvent  at  distributed  doto 
processing  and  unrestnded  by  government 
regui  Jtlon*  ttw  dota  processing  sector  txjs  begun 
moving  toword  the  one  to  many  business  concept 


Data  processk>g  firms  now  offer  a  con>blnat1on  of 
tkne  Lhormg  InfornKJtton  dWrtbutlorx  ond  even 
hardware  and  equipment  sale*  This  is  exemplified  by 
database  supeimafltets  luch  as  the  DIALOG 
IntofTnatlon  Servtc*  Severol  ecorxjiDetrlc  flmis 
prepaw  forecoits  using  ttw  Informotion  equivalents 
or  counterpofti  of  P«opiti  evenU  arvi  oitlfocts  in 
f**rocpecttve  time  seites  data  One  doiv^  processing 
company  has  on  'author  service  that  supports  the 
dotaboie  pubNshtng  efforts  of  otf^  firm*  moking 
tt>elr  fHes  ovoikibie  onMne  through  a  worldwide 
system  Anottier  compony  r>os  a  controct  to  produce 
and  dUseminote  r«ai  eslole  multiple  listings 
information  dlredty  to  real  estate  broket*  The 
sendees  offered  by  these  mfomratton  octlvlsts  meet 
many  of  Itw  criteria  lOr  informotion  seMc.n 

The  conoectkyi  to  Itw  hardware  portion  of  the 
Industry  con  be  seen  m  Meod  Data  Control's 
operoflon*  which  until  lecentty  delivered  mfornxjtlon 
sen/tces  to  lawyers  exduiivety  on  o  unique^ 
user-tnendfy  termlnol  McGraw-Hill  Informotion 
Services  Company  itHI  leases  terminals  to  son^ 
cuitomers  Itvat  prefer  to  depend  on  w  to  keep  the 
•c^jipment  up-to^tote  or  do  -of  with  to  moke  tt>e 
copttol  investment  required  to  obtoin  occess  to  tf>e 
available  mfomratton  sen^k:e* 

Nevertfieles*  mony  data  processir)g  companies 
continue  to  fhinf  In  doto  process  -ig  term*  and  hove 
not  yet  reoched  the  condusion  thot  their  services  ore 
Wormatkxi  servk:«*  As  a  result  tt>ese  companies  ore 
no*  yet  OS  effective  as  they  might  be  rf  they  were  not 
so  'rT>edlo  dependenT  or  tied  to  doto  p  ocesslng 
thought  pottem*  Harold  McGrow.  J:,  has  emphasized 
the  talent  based  nature  of  tfie  Informolkxi  busines*  */ 
Tolertted  mdMduols  with  the  informotion  ir>du$try 
penpecttve  ore  needed  by  these  data  processing 
firms  to  bring  their  InformoHon  services  fuity  into  me 
mtormotkjn  content  busines* 

2  Transactton-Sased  $«Hvfc0s 

Bonks  ond  the  electronk:  funds  transfer  mechonism 
ore  pkx;e-  hoUers  on  the  rrxip  for  a  whole  array  of 
tronsoctlon-bosed  servk:e*  Others  would  include 
cotolog  services  (electronk:  or>d  ottwwise)  and  a 
vortety  of  advertising-,  xssed  sen^s  in  vkJeotex 
(essentkHty  per  tnquiry  Ironsoctionsl  as  weti  as 
trodftlonoi  rriedlo  and  ofher*  The  sH3nificarx:e  tor  the 
future  of  tt>ese  trontoctkK)  servkn^s  is  thot  they 
accelerate  and  give  form  ar>d  substonce  to  whot 
Paul  Hawken  m  his  book,  The  Next  Economy,  coils 
consumer  dlslntermedkition  */  According  to  Howken 
distntermedkjtion  o  lerm  token  from  bonking  means 
tf>e  obiilty  of  consumers  lo  eiiminote  tr>e  middlemon 
and  to  decN  directly  with  the  source  This  is  o 
chorocleristic  of  tt>e  information  sen/k:es  generally, 
wttti  customers  deailf>g  directfy  with  producer* 
Dtsinfermedlotk-n  wiii  hove  ir>crea$lng  loipoct  on  the 
noture  of  our  icoryxny,  on  the  noture  of  sen/k:es 
ovolkJble  tc  me  public  and  certainly  on  the 
continued  integrotion  of  intofmotion  into  the  life 
stream  ol  Itie  country  and  the  economy 
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a  Turnkey  Sfvic*^ 

A  wtx>4e  gjtxjp  o*  tumkev  infocmatton  ierv»ce$  hove 
ipfung  up  to  h«(p  uMrt  do  their  own  InlomKitton 
hondSng  —  from  processing  their  own  Wormatton 
with  joftwore  packages  to  operating  on  inf  ormotion 
oentef  designed  and  instoled  (or  deiigr>ed  instoHed 
ono  operated)  for  them  These  acttvtttes  are 
f ocWtoted  by  cornponies  wtth  strong  humon  *)n» 
technicoi  knowiedge  and  technotogicol  copobiHtiei 

The  experience  gained  by  these  comooniei  in 
performing  these  conlroct  services  provWes  them 
strengthened  capabititles  with  which  tc  deveiop 
oihe*  products  and  sen^tcet  a  process  d  integratton 
nseft  WMWK  Corporation  Wustratet  this  opprooch,  its 
InlomKStton  foctory*  has  evolved  from  a  moH 
minonty-owned  Arm  Wamer-Eddison  Assodotw  hi  the 
boston  areo  is  another  example  of  this  type  of 
integratton 

A  Jorgfd  Stvicm 

Targeted  servtcet  such  as  conlerenc«k  monogemerrt 
consumn^  mortcet  and  buslnets  reseorch  and 
advertising  represent  somewhat  narrow  opprooche* 
to  spedlto  mt  ormotton  needs  o4  spedfk:  kinds  <A 
usea  They  erist  in  a  kind  ol  "ipot  mortcer  to  respond 
to  tlr^efy  needs  ol  nonow  market  segn^enti  They  ore 
Mke  Irtormatton  content  companies  in  many  respect^ 
but  ore  most  Ifcely  to  differ  on  crtterton  T  they 
generoiry  do  not  seek  fo  he  reposltortes  ol  what  is 
known  or  knowable  in  a  given  area  preferring  to  teil 
the  feet  that  they  cor\  tor  the  given  ipot  in  the 
markei  find  out  what  is  relevant  and  Importont  and 
deltver  that  to  their  cuslomert 

i  V^er  Thompson  has  taken  the  Wormatton  plunge 
»3y  aeotmg  a  database  ol  the  knowledge  It  finds 
uMful  in  Its  busmetilt pro<Ajces AMI 
(AdvertUiog^^arkellng  tntelHgencel  a  database  tint 
dWrtbuted  through  the  New  York  Times  lr»formatton 
Senrtce  and  now  avaitable  vto  Meod  Data  Central 
Here  is  an  example  ol  an  odvertiUng  ogency 
undergoing  mtegtotkxi  ond  becomk-  j  o  repository 
ol  Intormatton 

PARTtI  -  INrOBMATION  TKHNOIOCY  •USJNESSC5 

Since  the  Corterphone  dedtion  aflowing  foreign' 
oion-fleii)  nstruments  to  be  connected  to  Beil 
system  ser^et  a  fontailto  revolutton  has  occurred 
in  the  United  States  Ihot  has  mode  it  yet  agoki  the 
errvy  ol  the  world  A  whole  new  vei1teo«y 
Integraled  comr.Tunlcattoni^lnlOThatlon 
technologies  mfrastiucture  Is  being  put  into  place 
whose  purpose  is  to  deliver  informolton  content 
Wtdely  dUterent  businesses  ore  striving  to  find  the 
right  place  for  ttieir  technotoglcal  len/lces  and 
talent  m  thto  new  MFOSrwC7Z«£ 

An  ear  -tOHjndentand  example  ol  the  integration 
Involvt  d  Is  the  odveni  ol  videotex  and  teletext 
Vkjeolex  requiret  the  integration  ol  computea 
telephone  systerm  and  televwon  technotogiei; 
teletext  requires  corrvutw*  bfoodcoit  syrtemt 
and  televlshxi  technologies  to  be  mte^atfd 


The  technological  integratton  ol  these  diflertng 
technologies  involves  identiHable  technical 
problems  issuM  and  opportunities  The  market 
integration  of  these  technologies  with  the 
inlomKJiton  content  to  be  delivered  to  busmrss 
and  consumer  market*  involves  the  writing  ol  a 
whole  new  book,  a  book,  however,  tased  on  the 
some  famllkir  objective  deHvertng  Inf  ormotton 
content  to  the  people  tor  whom  it  hos  voMe  by 
KJenttfytng  and  penetiating  their  cognlttve  screens 

VkJeotex  and  teletext  are  Mustrattve  ol  the  much 
torger  whole  •  ttwt  oi  mtegratk^  the  new 
communteottons/mformatton  technotogy  apparatus 
of  the  country  Uke  vkleotex  and  teletext  these 
opportunities  have  both  technological  and  mc  *«t 
Integratton  aspects 

MTORIMATION  TECHt^OiOGtES 

(Figure  6) 


The  businesses  that  we  m  the  mtormatwr. 
technologies  segment  o4  the  maa  m  addition  to 
data  procissing,  are  compul#a  termlnali  office 
equ4prT>eot,  micfolorm*  business  form*  and  prtnttng 
and  gropNc  equipment  These  are  the  "belli  and 
whuttes-  busmeMes  wtth  whteh  the  mtormotton  age  Is 
most  reodHy  kjenttfled  Uke  the  printing  pres*  whicf 
lenwd  the  bellwelher  function  leoding  cMtaatton  into 
the  Renaissance  portod  these  information 
technologies  hove  raised  todo/s  dvJlzatlon  to  a  new 
pkiteou  of  humon  ochlevement  resourcefulnes*  and 
literacy 

Uke  the  Renaissance  period  wtiteh  dorumented 
whot  hod  been  ochleved  up  to  that  time  and  thus 
ipurred  an  outpouring  of  new  achlevennent  todoyi 
intormatton  technologies  have  given  us  the  mwms  to 
coplure  and  manlpukjte  the  vostness  and  complexity 
of  Information  resources  to  lead  us  to  a 
renolssonce^fce  outpouring  of  new  hurrwn 
copablllties  The  intormatton  technologies  not  only 
give  us  the  ability  to  record  and  store  vo*  quantities 
of  informalkjn  equtvaleii*  but  also  enotole  us  to 
mcy^ipukile  these  and  to  test  ol-  ptans  and  forecorti 
in  the  procesi 
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The  vtslWlrty  and  impoct  of  those  .<K:hno»ooio»  cHso 
hove  ottfocied  the  efforts  ot  compeWive 
technologies  developed  obrood. 

INTEGRATING  TECHNOLOGIES 

(Figore  7) 


content  supplier*  content  pockogea  or  focllttotlon 
seMce  pfovtder*  o  popuiotion  ttxDt  Is  increosingty 
reody  lechnotogtcoity  to  us*  their  respecttve  servicei 


(Figure  6} 


Day  Wentrtles  severol  technologies  fKji  ore  netthef 
infofmotlon  technoiogles  nof  communicotlon 
technologlei  His  nrxjp  pkxes  pocke.  wrtchln^^ 
modemi  digtfoi  swHche*  focsimlle  lechnotogiei  ond 
switchboards  between  the  mronnatlon  orid 
communlcalton  tochnotogy  segment!  with 
switchboords  on  the  communicotlon  technologies 
border  These  technotogtes  ore  cr%xii  to  the  process 
of  pushing  bock  the  boundones  Ihot  Hrrit  the 
commun»cot»on  of  informotkxi  Pocket  sv  'Lhm^j  for 
exomple.  has  opened  up  ttie  wtto^  dotobose 
electrOTiic  publlshtng  market 

To  be  o  techootogy  torecostef  fof  the  mfomxjtlon 
business  h  to  watch  for  ways  In  wtilch  t©ct«xiJogte$ 
ore  pushing  bock  the  boundorles  for  wtxjt  con  be 
done  In  ftie  future  A  current  coie  m  point  is  tt>e  rop:? 
development  of  new  loclmlle  technologies  that  ore 
about  to  burst  on  ttie  'nformation  scene  as  ufvlversal 
terrr.lnals 

COMMUNICATIONS  TK:hNOlOGlES 


Tlie  category  of  communications  technologies  con 
be  divided  m  two  ports  The  first  oddresses  the  on  site 
feceptKsn  equipment  rodioi  televfsion  tel3>  videodisc 
players  ond  telephones;  and  \>te  second  addresses 
the  equipnent  used  in  polnt-to-point 
communlcaitoru:  tronsmlssion  systems  moM 
equipment  and  the  ilka  CompelltKjn  omong 
suppliers  of  Itiese  techrxjiogles  ortslttg  from  ttie 
Carterptione  decision  orxj  subsequent  deregukitton 
efforts  tx3$  stlmuloted  great  irwjvotion  m  ttiese 
fechnologiei  ttius  giving  cxmsumers  *hands-on* 
experience  with  odvonced  technologiei  This 
experience  prepares  tt>e  woy  for  ttie  ftirttwf 
integfotion  of  the  copat«iities  of  ttie  information  age 
by  ossunng  sen/ice  pfovraerj  be  they  intormofKxt 


iNFOSTKUCTURE  integration  for  th»  sector  Is 
exemplified  by  the  Brttijh  experience  with  videotex  In 
EngJond.  wt>ere  telephone  use  wot  overoging  o 
phone  coll  per  day  per  person  vioeotex  wos 
cofKWved  OS  a  woy  to  obtain  nwe  wkJespreod  use 
o*  tt>e  telephone  ystem  capability  To  tt>e  extent  ttxit 
It  has  been  usea  videotex  has  done  just  that  ond  in 
the  process  It  has  extended  fhe  ability  of  overoge 
citizens  to  tNvk  otxxit  gam  access  ta  or>d  use 
■sophisticated  In'ormotlon-handllng  'esources  This 
extends  ortd  expor>ds  'he  meaning  of  the  words 
*fur>cttorx3i  llterocy  * 

COMMUNfCATTON  CliANNE15 

(Figure  9) 
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mil  legcp^nt  Inckxte*  $urtoc«  delhwy  o(  phywcol 
oty«cti  OS  w«ti  o$  w1f«<l  w1r«<«$s,  ond  satrtltte 
chonnett  iot  communtecattng  jofomxatton  equivatents 
Of  messogM  FurxJom^oia}  tc  provWtng  occ^u  to 
wTwie  itow  oi  mtomxittofv  mete  channels  are 
^>cfeo«Jnglv  moving  toward  dIgWal  trommlnion  Th» 
trend  reflect!  further  the  integration  o(  the 
/WFOSn?l/C7i«  The  chonoe*  olfer  one-to-orm 
or^to-marv.  ond  rr>any-K>-iTKjnY  c  vnmunteotton 
opportunttlei  wortdwtde  It  ha»  been  eittmoted  that 
o$  nmjch  Qi  90%  01  the  operatkxtt  o(  thote  channel* 
ond  the  technotogle*  ftxjt  luppoft  ttwn  are 
concentrated  ki  15  of  the  torgef  notionf  ol  the  world 
Howes  9f  ttie^r  wortdwtde  uie    growing  The  demond 
arT>o,^  developing  natiorw  for  o  "New  World 
tnfOfTTKJtton  Oder'  emptxjiizej  a  strong  notiorxjiistic 
impetus  behind  this  growth  '/ 

BROADCAST  CHANNEIS 


(Figure 


T^e  list  In  thi$  cotevory  Incitdes  radio  television 
networks  and  other  broodcost  senrtce*  muttipoint 
distribution  sources^  and  teletext  Simply  listed 
together  these  trxAe  up  a  riKjjor  portion  o(  the  ways 
people  hnd  out  about  the  world  oround  them  It  is 
therefore  important  to  note  some  trends  m  this  area 
.  Rodlo  tost  Its  odvertising  rrwrlcetshare  to  television  In 
tt>e  ecrty  1950s  RodK)  has  regoined  Its  morltetshore 
OS  a  result  of  the  devetopment  of  esoteric  FM 
broodcosflng  Rodio  stotions  hove  proil^erated.  each 
serving  o  very  well-defined  morlcet  -egment  rock 
ond  roil  biue*  loa.  country  and  western,  or  ctosslcal 
music 

•  In  television  Itie  vertical  bloniiing  internal  (vBl^  the 
space  between  fromei^  was  first  u^ 
corT>mun»rote  in  writing  wtxat  was  beir>g  spolten  tor 
lt)e  benefM  of  tt>e  heonng  Impaired  More  recently 
the  VBI  has  been  used  to  provide  an  offering  of 
tc.geted  entoflalnfnent  and  infofmotlon  wrvices  via 


teletext  This  new  broodcosting  service  allows  the 
bidlvldual  customer  to  select  from  a  menu  ol 
informotion  oltemattvet  repHcatlng  the  rodio  trend 
toward  segmented  morkets 

As  broadcasting  customizes  Its  senses  for 
speckitiz'9d  moilietii  tt  oecorT>es  norrowcosting  and  tt 
begins  to  conform  to  tt»  choroctenstics  of 
mforrTKitlon  busineiict  For  information  businem  tho 
broo  Jcosting  experience  suggests  o  poroHel  to  the 
personai  computer  developments,  with  new  markets 
for  local  or  esolofic  dotoboses  supplemerittng  the 
exitttng  mortcets  foi  naltonol  and  Intemattonol 
database  servlcet  These  phenorreno  emphosije  ftie 
oroxlmity  of  communicatiofu  cfKjnnels  to  intoiTTKitlon 
content  seortces  on  the  mopt  ond  the  cirde  is 
complete 

CONCLUSICN 


(Figure  11} 


Otto  Edutein  hos  indicaled  that  tt>e  tuny  mtegroted 
Intormatton  company  Is  the  one  Hkety  to  be  nxwt 
profitable  ond  best  able  to  sunrtve  difficult  economic 
Hrrtei "/  It  we  watcn  the  How  of  Information  rather 
than  the  IndtvWuol  characteristics  of  specific 
technologiev  major  Integration  of  the  iNFOSmCTUUt 
can  be  seen  to  be  under  woy.  ond  lnforrr>ation 
componlet  tt  le  producers  of  corttent  sen^ei  are 
cjusinc  ttKrt  mtegrotlon: 

1  By  producing  their  own  products  m  muJtl-medla 
formatt  Information  r^omponles  ore  forcing  various 
technologies  to  work  together  to  deliver  their 
products 

2  By  offering  decision-directed  sen^icift  formation 
componieJ » Megrote  therrwetves  and  their 
product!  <WK»  ♦tw  technologies  on  which  they 
Ifovel  Into  the  life  stream  of  ottw  enterprises 

ji  By  value  pricing  tr>elr  products;  Information 
componiei  ore  funding  tr>e  F>roctkxil  research 
necessary  to  estot^lish  theoriei  of  u'9'  essential  to 
Integrating  content  and  techrx>logles  */ 
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A  By  focusing  on  mtocmotKjn  content  Jnformonon 
businesses  it^^oi  othef  port»c»ponts  m  tt>e 
INfOSmcWffS  ot  ttm  ne«<j  tof  integrcVxi 

This  Integrotion  of  ffie  iNfOSTWCTUfff  t¥xis  gieot 
promise  tOf  ft>©  future  ond  fof  me  devetopmenf  of 
sound  economic  sockJs  ond  potrttaol  inst^jtioni 
Thinkjng  mrougfi  this  Jntegrotlon  con  ossisf  comPor>»es 
in  ptanning  ffietr  future  growffi  ond  deve*oprT>ent 
conswent  wttn  ond  with  Tfie  support  ot  ttie  forces  o( 
integration. 

Fof  tttese  who  ore  looking  ot  ftiis  vertteollv  mlegrc'ed 
94FOSJRUCnjfti  ond  ttie  myrKJd  mdustnes  invofved  in 
order  to  identifv  wfwre  tf>ey  fit  ond  how  thetr 
businesses  con  grow  with  the  whole  structure  the 
messo^es  ofe  clear  stond-olone  enterprises  run  the 
risk  ot  disJntemiedKJtton  ond  even  efiminotwr  new 
opportunities  jre  built  ,nto  the  ♦ntegrotion  of  the 
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Mr.  Engujh.  Mr.  Cooper. 

STATEMENT  OF  BENJAMIN  Y.  COOPER,  SENIOR  VICE  PRESIbENT, 
GOVERNMENT  AFFAIRS,  FINANCIAL  PRINTERS  ASSOCIATION 
Mr.  Cooper.  I  am  Benjamin  Y.  Cooper.  I  am  speaking  today  on 
behalf  of  the  Financial  Printers  of  America,  a  special  industry  sec- 
*tion  of  the  printing  industries  of  America. 

The  concern  of  the  Financial  Printers  of  America  over  the  devel- 
opment of  EDGAR  is  an  obvious  one.  We  are  involved  in  the  print- 
ing, filing,  and  distribution  of  printed  documents  such  as  the  pro- 
spectus, wnich  have  been  to  this  date  the  primary  vehicle  for  carry- 
mg  out  the  SEC'o  discloeure  mandate.  To  the  extent  that  the  print- 
ed document  is  supplanted  by  electronically  transmitted  informa- 
tion, our  industry  is  obviously  affected. 

Nevertheless,  we  have  recognized  that  in  order  to  survive,  we 
must  adapt  as  an  industry  and  as  individual  companies  to  rapidly 
changing  technology.  As  a  matter  of  fact,  virtually  every  one  of  the 
companies  in  the  financial  printing  industry  has  converted  to  com- 
puterized typesetting  and  is  capable  of  electronically  trsuiomitting 
information  and  documents  virtually  anywhere  in  the  world.  As  an 
industry,  we  have  developed  state  of  the  art  sophistication  in  this 
area. 

When  the  SEC  first  proposed  the  EDGAR  system  and  explained 
the  internal  problems  they  were  experiencing  in  terms  of  receiving, 
processing,  reviewing,  and  storing  vast  amounts  of  paper  filings,  we 
were  not  only  sympathetic  but  we  extended  to  them  our  immediate 
cooperation  to  assist  in  solving  problems  involving  areas  where  our 
expertise  in  the  preparing  handling,  and  transmission  of  informa- 
tion would  be  immediately  helpful  and  constructive. 

In  that  spirit,  we  have  made  available  to  the  SEC  the  total  re- 
sources of  our  industry.  The  FPA  and  its  individual  companies 
have  assigned  expert  personnel  and  committed  millions  of  dollars 
of  resources  in  order  to  assist  the  SEC  in  solving  it.  immediate 
nee<ls.  Many  of  the  companies  in  our  industry  immediately  signed 
up  as  volunteers  in  the  SEC  s  pilot  project  for  EDGAR  and  have 
participated  in  the  initial  filing  stage.  In  addition,  some  of  cur  com- 
panies have  prepared  and  effected  electronic  filings  on  behalf  of 
their  customers  in  the  EDGAR  Pilot  Program. 

Not  all  of  our  suggestions  and  recommendations  to  the  SEC  even 
in  the  technical  areas  have  been  accepted  and  adopted,  but  we  had 
not  realistically  expected  that  such  would  be  the  case.  However,  we 
do  feel  that  we  have  made  a  significant  contribution  to  the  EDGAR 
project  and  we  feel  that  the  comments  we  have  to  submit  to  the 
subcommittee  are  constructive  and  trust  that  they  will  help  all  of 
the  parties  who  will  ultimately  be  affected  by  EDGAR  better  un- 
derstand its  direction  and  ultimate  goals,  as  well  as  the  time- 
frames for  their  achievement. 

Concerns  of  the  Financial  Printers  Association  are  as  follows:  At 
the  present  time^ every  investor,  partigiilajly  the  small  individual 
investor,  recef>rfM*ilo^in^aJ!N<yfcHeW  information  deemed 

by  the  SEC  to  be  relevant  -xnd  necessary  for  that  investor  to  make 
an  informed  investment  decision.  The  vehicle  by  which  this  infor- 
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SSSme^"***^  available  is    copy  of  a  prospectus  and  other  filed 

It  seems  that  the  pbjectivef.  of  the  SEC's  EDGAR  project  have  ex- 
warded  from  the  original  goal  of  automating  their  internal  proce- 
dures and  providmg  more  timely  dissemination  of  information  to 
eventually  mandating  electronic  filing  of  all  documents,  and  even 
further  to  the  creation  under  the  SEC  auspices  of  a  vast  data  base 
containing  not  only  SEC  filings  but  also  other  financial  informa- 
tion. 1  he  bbC  not  only  plans  to  electronically  disseminate  all  of 
their  filed  information  to  the  investing  public,  but  also  appears  to 
plan  the  elimination  of  the  printed  prospectus  and  other  material 
as  a  method  of  disclosure  to  the  investor. 

We  see  several  problems  with  that  approach.  Those  investors 
who  do  not  have  the  availability  of  a  home  computer  may  be 
denied  disclosure  by  the  elimination  of  the  convenient,  portable, 
and  readily  acc^ible  printed  prospectus.  The  small  investor  will 
be  disadvantaged  vis-a-vis  the  institutional  investor  who  has  the  re- 
sources to  afford  the  latest  and  most  sophisticated  computer  equip- 
ment and  software.  The  small  investor  who  now  receives  total  dis- 
closure at  no  cost  will  unquestionably  be  burdened  with  some  pres- 
ently  un^ertainable  fee  for  accessing  the  disclosure  information 
from  the  SEC-controUed  data  bank. 

The  supplantation  of  the  easy  to  comprehend  printed  disclosure 
document  with  which  the  individual  investor  is  obviously  quite 
comfortable  with  a  program  to  impel  that  investor  into  the  comput- 
r^^wu*^  ^o'i.oP''?^'^*^'^  schedule  seems  hardly  appropriate  to 
tultUl  the  SECs  basic  responsibilities.  The  need  to  eliminate  from 
any  electronic  system  the  presently  inherent  problems  of  security 
ol  intormation,  computer  errors  and  potential  for  manipulation  of 
data  are  obvious.  Other  Federal  agencies  are  currently  encounter- 
ing such  probLms. 

After  50  years  of  dealing  with  the  printed  document  as  a  dissemi- 
nation vehicle  for  information  in  the  fragile  and  volatile  securities 
market,  the  SEC  has  all  but  eliminated  those  problem  areas  from 
ite  present  system  The  undertaking  of  such  fundamental  and  basic 
Changes  in  a  disclosure  system  which  was  originally  designed  by 
Congress  perhaps  should  involve  the  participation  of  Congress  as 

T  ^  ?j      P*"^^®^  w^io  will  be  directly  affected, 
cu  P*'^'^*-      ^®  noticed  in  the  prepared  statement  by  Mr. 

bhad  this  morning  assurances  the  SEC  did  not  intend  to  do  away 
with  or  follow  t.ie  pattern  we  anticipated  with  the  prospectus  We 
were  glad  we  made  that  statement.  We  wanted  to  make  our  state- 
ment part  of  the  record  to  reaffirm  our  interest  in  maintaining  the 
prospectus. 

"'he  present  svstem  planned  by  the  SEC  for  dissemination  of  filed 
information  and  data  has  heen  to  propose  to  engage  the  services  of 
a  single  vendor  who  will  have  the  exclusive  contractual  right  to 
make  availab  e  and  communicate  all  filed  SEC  data  to  investors 
Unquestionably,  that  contractor  will  have  to  incorporate  in  their 
system  some  method  of  charging  fees  to  the  investor  in  order  to  re- 
cover the  millions  of  dollars  needed  to  invest  in  the  establishment 
of  their  system. 

It  is  the  position  of  the  Financial  Printers  Association  that  the 
creation  of  such  a  single  contractor  system  is  unnecessary,  except 
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perhaps  to  solve  the  SEC  budgetary  problems  in  putting  together  a 
dissemination  process  to  meet  the  internally  established  target 
dates  for  full  implementation  of  a  mandatory  electronic  dissemina- 
tion process.  In  our  view,  this  would  establish  a  monopolistic  entity 
created  by  Government  which  would  have  an  unfair  advantage 
over  other  businesses  which  might  otherwise  provide  that  service 
in  a  freely  competitive  environment. 

In  summation,  we  feel  that  the  SEC's  goal  to  utilize  the  EDGAR 
project  to  solve  their  internal  document  processing  needs  through 
the  application  of  modem  electronic  technology  is  not  only  appro- 
priate but  necessary.  We  do  feel,  however,  that  ic  would  be  quite 
sufficient  to  simply  make  all  SEC  data  electronically  available  to 
the  public. 

Those  parties  who  desire  to  have  that  data  in  an  electronic  form 
will,  if  it  is  important  enough  for  them,  be  willing  to  pay  the  price 
of  accessing  it  without  mandating  it  as  the  only  available  method 
of  meeting  disclosure  requirements.  Those  investors  who  either  are 
happy  with  the  present  system,  or  who  cannot  afford  to  pay  for  the 
elect /onically  transmitted  data,  or  who  choose  not  to  utilize  that 
method,  should  not  be  forced  to  do  so  at  the  sacrifice  of  being  ade- 
quately informed  and  should  continue  to  be  provided  vsrith  free 
printed  disclosure  information. 

Furthermore,  for  the  SEC  to  select  by  whatever  method  a  single 
contractor,  and  to  grant  that  party  exclusive  rights  over  the  distri- 
bution and  dissemination  of  this  information  so  vital  to  the  finan- 
cial marketplace  of  America,  strikes  us  as  inappropriate  and  far 
beyond  the  goals  envisioned  by  those  wise  men  who  created  that 
superb  agency  which  has  served  the  economic  system  of  America  so 
well. 

Thank  you,  Mr.  Chairman,  for  allowing  us  to  testify. 
[The  prepared  statement  of  Mr.  Cooper  follows:] 
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FinarKlal  Printers  Association  Statement  to  the 


Subcannittee  on  Govemnerrt  Information,  Jiistioe,  anu  Agriculture 


April  29,  1985 


Mr.  Chairman,  members  of  the  Suboonmittee,  my  name  is  Benjamin  Y. 
Cooper,  Senior  Vice  President  for  Govemnent  Affairs  for  the  Printing 
Inu^jstrles  of  toerica.  Inc.  (PIA).    PIA  is  the  nation's  largest  graphic  arts 
trade  astxjciaticn  representing  over  12,000  maafcer  ocupanies  in  the  printing 
and  graphic  arts  industry.    I  am  appearing  today  on  brfialf  of  the  Financial 
Printers  Association,  a  special  industry  qr<xp  of  PIA.    In  addition,  our 
statsroent  is  being  subnittad  on  behalf  of  the  National  Association  of  Printers 
and  Uthographers  (NAPL),  representing  an  additional  3,000  can)anies  in  the 
industry.    Our  statement  will  focus  on  the  Securities  and  Btchange 
Cciiinission's  Electronic  Oata  Gathering,  Analysis  and  Retrieval  Systan  (EDGAR). 

The  Financial  Printers  Association  is  an  association  consisting  of 
virtually  all  of  the  financial  printers  in  the  United  States  who  are 
responsible  for  typesetting,  printing,  filing  and  distributing  most  of  the 
financial  an*  reporting  docuwnts  required  to  be  filed  with  the  SBC  and  other 
securiti<;«  regulatory  bodies.    IS^  industry  sprang  i?)  in  1933  in  onVir  to 
enable  pubLi6  corporations  to  respond  to  the  timely  and  sanetlmes  ocplica^ced 
filing  requirenwits  of  the  Socuricies  Act  of  1933  and  subsequent  similar 
legislation  and  regulations  pranulgatod  thereunder.    The  broad  purpose  of  that 
legislation  was  to  insure  that  the  investing  public  received  sufficient, 
accurate,  and  timely  information  from  those  public  corporations  to  enable  the 
investor  to  mate  inforned  decisions  with  respect  to  the  purchase  and  sale  of 
securities.    Prior  to  1933,  this  was  an  area  subject  to  UtUe  if  any 
regulation.    The  absence  of  those  disclosure  docunents  was  generally  felt  to 
have  been  a  substantial  contributing  factor  to  the  abus#w  ar^i  chaotic 
conditions  existing  in  the  securities  marketplace  prior  tc  Ihc  point  to 

be  eiphasized  here  is  that  the  object  of  Congress's  ooncexTi  then  and  now  w?  > 
and  should  be  the  interests  of  the  investor  —  most  particularly  the  small 
investor  who  does  not  have  tne  research  and  information  resources  aviiilable  to 
the  institutional  investor. 

^  7^        concern  of  the  FPA  over  the  dcvelcpnent  of  nX»R  is  a  obvious  one. 
We  are  involved  in  the  printing,  filing  and  distrilxition  of  printed  documents 
such  as  the  prospectus,  which  have  been  to  this  date  the  primary  vehicle  for 
carrying  out  the  SBC's  disclosure  mandate.    To  the  extent  that  the  printed 
docvinan^  is  supplanted  by  electrcnlcally  trananitted  information,  our  industry 
IS  obviously  affected.    Nevertheless,  we  have  recognized  that  in  order  to 
survive,  we  mast  eidapt  as  aji  indur'ry  and  as  individual  ocri>anies  to  rapidly 
changing  technology.    As  a  matter  of  fact,  virtually  every  one  of  the 
coipanies  in  Uve  financial  printing  industry  has  converted  to  ocrputerized 
typesetting  and  is  capable  of  electrcnically  transmitting  information  and 
docunents  virtually  anywhere  m  the  world.    As  ari  industry  we  have  developed 
"state  of  the  art"  sof^ustication  m  this  2irea. 
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When  the  SEC  first  proposed  the  EIXM  sypton  and  ejtplained  the  internal 
problow  they  were  experiencing  in  terms  of  receiving,  procer,sing,  reviewing, 
and  storing  vast  amounts  of  paper  filinos.  v«  were  not  only  synpathetic,  but 
T  ^7^^  ^  iflmedJ^te  cooperation  to  asaist  in  solving  prtiJlans 

involving  areas  where  ajir  expertise  in  tne  preparing,  handling  and 
trananistion  of  infonnaUon  would  be  iflmsdiately  helpful  and  oMtrucUve. 

In  that  spirit  we  have  made  available  to  the  SBC  the  total  resources  of 
our  industry,    tta  FPA  and  its  individual  oanpanies  have  assigned  expert 
personnel  and  ocninitted  millions  of  dollars  of  resources  in  order  to  assist 
the  SBC  in  solving  its  iainediate  needs.    Mani'  of  the  carpanies  in  our  in^ostry 
-inwdiately  sigr^  \jf>  as  volunteers  in  the  SBC's  pilot  project  for  EDC^  and 
have  participated  in  the  initial  filing  stage.    In  addition,  sane  of  our 
oaipanies  have  preoarod  and  affected  electronic  filims  on  brfialf  of  their 
customers  in  the  EDGAR  pilot  program. 

Not  all  of  our  suggestions  and  reoonmandaticns  to  the  SBC  even  in  the 
technical  areas  hav»»  been  accepted  and  adopted,  but      had  reaUstically 
expected  that  such  would  be  the  case.    However,  we  r'c  feel  that  we  have  made  a 
significant  oontrlbutlcn  to  the  WGUR  project  and  we  feel  that  the  coiroents  we 
nave  to  sutmit  to        Subocflinittee  are  constructive  and  trust  that  they  will 
help  all  of  the  parties  who  will  ultimately  be  effected  by  EDGAR  better 
understand  its  direction  and  ultimate  goals,  as  well  as  the  timeframes  for 
their  achlevanent. 

Conoems  of  the  Financial  Printers  Association  a^-e  as  follows: 
Individual  Investors 

Ar  the  present  time  every  investor,  particularly  the  small  individual 
iwestor,  receives  at  no  cost  all  of  the  data  and  information  deenwd  by  the 
SBC  to  be  relevant  and  necessary  for  that  investor  to  make  an  in  - 
investment  decision.    The  vehicle  by  vrfiich  this  information  is  madfi  ,  -  liable 
is  a  ocpy  of  a  prospectus  and  other  filed  dociments.    It  seons  to^  sane  , 
observers  that  the  objectives  of  the  SBC's  EDGAR  project  have  expanded  fron 
the  original  goal  of  autanating  their  internal  procedures  and  providing  more 
tamely  dissemination  of  information  to  eventually  mandatina  electronic  filing 
of  all  docunents,  and  even  further  to  the  err  ition  under  the  SBC  duroices  of  a 
vast  data  base  obtaining  not  only  SBC  filings  but  also  other  financial 
information.    The  SBC  not  only  plans  to  electronically  disseminate  all  of 
their  filed  information  to  the  investing  public,  but  also  appears  to  plan  the 
elimination  of  the  printed  prospectus  and  other  material  as  a  method  of 
discjosure  to  the  investor. 

We  see  se^/eral  problems  with  that  approach: 

a.  TlvDse  investors  who  do  not  have  the  availability  of  a  hane  oorputer 
may  be  deraed  disclosure  by  the  elimination  of  the  convenient,  portable  and 
readily  acoessii^le  printed  prospectus. 

b.  -nie  anall  investor  will  be  disadvantaged  vis-a-vis  the  institutional 
investor  who  has  the  resources  to  afford  the  latest  and  most  sophicticated 
caiputer  equipment  and  software. 

c.  The  <3mall  investx>r  who  new  receives  total  disclosure  at  no  cost  will 

unquestionably  be  burdened  with  sane  presently  'inascertainable  fee  for  

accessing  the  disclosure  information  fron  the  SBC-controlled  data  bank. 
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M»  supplantation  of  the  ea«y  to  ooprtharid  printed  dliclosura 
docunft  »*ith  i^ch  the  individual  tnveftor  i«  obvioueiy  quite  oonfartabl* 
with  a  prc-jrwn  to  iiqpel  that  irweetor  into  the  oM|wter  age  on  on  unrealistic 
tijne  sa^dule  Roeu  hardly  i^jprcpriate  to  fulfil^  the  SBC*e  basic 
reepcnJiiJailirler:.    Oha  ne^  to  elininats  fron  an  •  electronic  system  the 
9L«sently  inhwent  t*coblaas  o£  aecurity  of  infon  atiai,  nrapitw  errors  and 
pt^oOitJal  for  nwaipulation  of  data  are  obvious.   Other  f^iwcal  agenrj.es  are 
curr^-rly  incowit«cing  just  such  probUns.   After  50  years  of  dspiling  with  the 
printfld  docwnt  as  a  dissemination  vriiicle  for  infonnatior  in  the  fragile  and 
VD><JXs  securities  raricct,  the  SBC  inas  aU  but  elimin^tfed  those  problem  areas 
frxatt  its  present  system.   Die  undertaking  of  such  fup^  utental  and  basic 
changes  in  a  disclos'ire  system  which  vtas  originally  designed  by  Oongress 
peritaps  should  invr/  a  the  partidpaticn  of  Conqress  as  tnll  as  other  parties 
who  will  be  dl^iectl)  affected. 

Diisqninaticn  Sysfne 

'rhe  present  system  planned  by  the  SEC  for  dissemination  of  filed 
information  and  data  has  been  to  propoee  to  engage  the  services  of  a  single 
vendor  who  will  have  the  exclusive  ocntxactual  right  to  make  available  and 
ocnmunicaf  all  filed  SBC  data  to  investors.   Uhqueetionably,  that  uantractor 
will  hav«  to  incorporate  in  their  system  seme  method  of  charging         to  the 
inv-astor  in  order  to  recover  the  millions  of  dollars  needed  to  invest  in  the 
ejtablishnent  anl  inplenentaticn  of  their  syston. 

It  is  the  position  of  the  Financial  Printers  Association  that  the 
creation  of  such  a  single  oontiractor  system  is  unnecessary,  except  perhaps  to 
solve  the  SBC  axigetary  problow  in  putting  together  a  dissemination  process 
to  neet  the  internally  estabUshed  target  dates  for  full  inplanontation  of  a 
mandatory  electronic  dissemination  process.    In  our  view,  this  would  establish 
a  mcAopoUstic  entity  created  by  govument  which  would  have  an  unfair 
advantat over  ot^^r  businesses  which  might  otherwise  provide  that  service  in 
a  freely  ooB^petitive  envircnnent. 

Supitiation 

In  suOTtttion,  we  feel  that  Ihe  SBC's  goal  to  utiUze  the  EDGAR  project 
to  sol^'e  their  internal  docunent  processing  needs  throiq^  the  ejpplicatxon  of 
modem  electronic  technology  is  not  only  appropriate  but  necessary.   Vte  do 
f eeJ ,  however,  tl-at  it  would  be  quite  sufficient  to  sinply  make  all  SBC  data 
electronically  available  to  the  public.   Ttwee  parties  who  desire  iz  have  that 
data  in  an  electronic  form  will,  if  i**  is  inportant  enough  for  them,  be 
willing  to  pay  the  price  of  acoe*-  ling  it  without  mandating  it  as  the  only 
available  method  of  meeting  disclosure  requirements.    Those  investors  who 
either  are  happy  with  the  present  systan,  or  who  cannot  afford  to  pay  for  the 
electronically  trananitted  data,  or  who  chooae  not  to  utilize  that  method, 
should  not  be  forced  to  do  .  o  at  the  sacrifice  of  being  adequately  informad 
and  should  continue  to  be  provided  with  free  printed  disclosure  information. 

Purthermore,  for  the  SBC  to  select  by  whatever  method  a  single 
contractor,  and  to  grant  th^t  party  exclusive  rights  over  the  distribution  and 
dibi.:j!dnaticn  of  this  infonnatix»  so  vital  to  the  financial  marketplace  of 
Anerica,  strides  us  as  inappropriate  and  far  beyond  the  goals  envisioned  by 
those  xfise  men  who  created  that  superb  agency  whidi  has  r 2rved  the  economic 
system  of  America  so  well. 

xxxxx 
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Mr.  Engush.  Thank  you  very  much,  Mr.  Ck)oper. 

^^''^  conducting  a  market  survey  for  an 
bJJGAK-iike  project,  how  would  the  survey  differ  from  the  Mathe- 
matica  study  that  was  done? 

Mr.  Marx.  Well,  one  of  the  things  that  would,  I  hope,  make  my 
job  a  lot  easier  is  this  preliminary  RFP,  which  the  SEC  tcM  us 
today  they  are  planning  to  issue.  I  think  one  of  the  problems  that 
we  have  had  is  just  getting  sufficient  detail  about  what  the  system 
is  going  to  be  all  about. 

In  other  words,  I  think  what  they  did  with  Mathematica  was 
good.  The  problem  is,  the  people  have  relied  on  it  to  be  more  than 
it  really  was.  The  more  information  you  have  to  present  to  the  pro- 
spective users,  the  better  your  market  research  is  going  to  be. 

I  think,  no  matter  what  you  do,  this  is  not  an  easy  field  in  which 
you  can  do  market  research.  The  mix  of  capabilities  in  terms  of 
what  the  user  is  reall>  buying  is  difficult  to  deny.  The  person  is 
just  not  buying  the  piece  of  information;  the  person  is  using  soft- 
ware, hardware,  and  communications  capability.  So  to  do  market 
research  that  is  able  to  separate  those  things  out  or  get  a  good  feel 
for  the  package  is  quite  difficult. 

Mr.  Engush.  What  do  you  think  the  contractors  are  going  to  be 
getting  for  the  $50  million  plus  investment? 

Mr.  Marx.  Well,  I  think  it  begs  the  question  perhaps  to  say  what 
he  is  going  to  get  for  his  $50  million  investment.  That  is  really 
what  costs  are  involved  here,  whether  he  will  really  bid  that  re- 
mains to  be  seen. 

I  am  concerned  that  he  won't  get  much,  because  I  have  real  ques- 
tions about  what  the  value  of  the  franchise  will  be.  One  of  the 
things  we  don't  want  it  to  be  is  inside  information  about  how  the 
SEC  operates,  I  guess,  which  was  stated  earlier  by  one  of  the 
spokespeople  for  the  SEC.  In  terms  of  the  marketability  of  what 
their  franchise  is  worth,  it  is  a  difficult  question,  ^ut  I  am  not  as 
confident  as  Chairman  Shad  that  the  bulk  data  franchise  is  worth 
$15  to  $20  miUicn. 

I  am  concerned  that  either  people  won't  bid  it  or,  as  you  suggest- 
ed, they  may  be  back  to  you  if  they  have  bid  it.  We  will  see  how 
many  vendors  actually  do  bid. 

Mr.  Engush.  Mr.  Cooper,  even  if  the  SEC,  es  I^ir.  Shad  says, 
won  t  require  printed  prospectuses,  do  you  think  it  is  likely  that 
companies  v  .11  continue  to  distribute  printed  prospectuses  to  inves- 
tors? 

Mr.  CoopriR.  Perhaps  in  some  form.  Whether  it  is  prints  in  the 
way  it  is  printed  now,  whether  it  is  printed  on  demand,  it  is  h'= 
to  say. 

One  of  the— speaking  now  as  f  concerned  individu  al  invc 
think  one  of  the  concerns  of  this  is  the  printed  form  may  bt 
of  computer  printout,  somewhat  more  difficult  to  rea^'  than  the 
current  f,.  m.  One  of  the  aspects  of  tb  craft  of  printi.ig  is  to  use 
type  that  s  easy  to  read,  pleasant  to  read,  as  is  done  in  textbooks 
tor  schools,  l  hat  may  not  be  the  situation  if  the  prospectus  is  limit- 
ed through  an  abundance  of  electronics. 

Mr.  Engush.  How  long  is  the  average  prospectus? 

no 
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Mr.  Cooper.  It  is  difficult  to  say.  Anywhere  from  roughly  12 
pages  to  a  couple  of  hundred  or  more.  Average  would  probably  be 
in  the  range  of  24  to  36  pages. 

Mr.  Engush.  If  an  investor  was  going  to  use  his  home  computer 
to  print  one  out,  how  long  do  you  think  it  would  take  to  do  that? 

Mr.  CooPKri.  I  can  only  give  practical  experience.  In  trying  to 
find  out  what  goes  on  in  Conffress,  we  use  a  lot  of  electronic  data 
bases.  I,  like  most  people,  don  t  like  tc  sit  in  front  of  a  screen  and 
read  those  things,  particularly  some  of  the  bills  that  are  intro- 
duced. We  typically  download  that  material  and  then  print  it  out 
and  r**ad  it. 

Some  of  the  systemj  we  have,  the  cost  factor  ranges  anywhere 
from  as  few  as  $50  an  hour  to  as  much  as  $300  an  hour  to  use  that 
computer  time.  So  it  could  be  a  fairly  expensive  system.  And  I 
would,  unfortunately,  in  this  case,  if  it  is  a  couple  hundred  pages  or 
more — the  investor  would  pretty  much  have  to  get  it  all  out. 

One  of  the  concerns  we  have  in  this  is  the  potential  for— or  the 
temptation  to  edic  material  down  to  a  stage  that  does  not  provide 
the  full  data  that  might  otherwise  be  transmitted,  the  full  text 
data. 

Mr.  Engush.  Mr.  Marx,  could  vou  elaborate  on  the  difficulty  and 
expense  of  developing  a  market  for  an  information  product  or  serv- 
ice? 

Mr.  Marx.  Well,  part  of  that  relates  to  what  I  was  saying  earlier. 
When  you  start  to  look  at  the  market,  you  have  to  b3  sure  you  un- 
derstand what  the  company  or  customer  is  buying.  It  is  not  per- 
haps the  same  as  doing  market  research  for  a  new  automobile,  be- 
cause there  are  bO  many  elements  involved  you  have  to  research.  It 
is  not  just  the  piece  of  data.  It  is  the  hardware,  the  software,  and 
the  communications.  Training  in  order  to  use  it  is  often  an  issue  in 
this  industry  because  the  services  are  not  always  so  easy  to  use. 

So  it  takes  quite  a  bit  first  to  understand  what  your  customer 
needs  or  what  he  really  thinks  he  is  buying.  Second  of  all,  from  the 
point  of  view  of  who  your  competitors  are  going  to  be,  you  have  the 
same  type  of  considerations  because  there  are  an  awful  lot  of  play- 
ers th^t  may  be  coming  up  with  similar  capabilities  or  offeririg 
them  that  you  might  not  think  of  as  traditionally  in  your  business. 

Mr.  English.  Are  there  any  cases  where  we  have  had  "can't 
miss''  services  that  have  gone  bankrupt  because  of  the  lack  of  cus- 
tomers? 

Mr.  Peyton.  Mr.  Chairman,  at  a  conference  we  sponsored  a  year 
ago,  we  had  a  session  dealing  with  business  failures  in  the  informa- 
tion industry. 

Ore  of  the  leading  examples  was  the  IRIS,  International  Report- 
ing and  Information  Service,  which  was  attempting  to  provide  serv- 
ices for  people  interested  in  international  investment  opportunities, 
with  respect  to  foreign  political  stability,  liquidity  of  foreign  banks, 
and  information  like  that. 

There  were  a  number  of  very  prominent  people  behind  the 
project,  including  formtr  Prime  Minister  Heath  of  Great  Britain. 

Tliat  company  did  indeed  go  bankrupt.  There  was  a  series  of 
front-page  articles  in  the  Washington  Post  which  detailed  that  pai- 
ticular  business  failure. 

Mr.  Engush.  Mr  Lightfoot. 
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Mr.  LiGHTPOOT.  Thank  you,  Mr.  Chairman. 

Mr.  Cooper,  you  have  mentioned  in  your  prepared  statement  that 
your  organization  had  provided  some  assistance  to  the  SEC  in  de- 
veloping their  pilot  program.  What  specific  recommendations  did 
you  make  that  would  benefit  your  indujcr^r? 

Mr.  Cooper.  We  are  still  in  the  process  of  makin,^  recommenda- 
tions. It  IS  an  ongoing  project,  I  think  primary  in  the  way  in  which 
the  data  is  received,  how  it  is  transmitted. 

Our  f^ompanies,  since  they  have  the  electronic  capability  now  tO 
transmit  data,  wanted  to  make  sure  that  the  format  that  we  were 
using  was  consistent  with  what  the  EDGAR  project  was  going  ^o  be 
using.  So  It  is  mostly  in  the  technical  area  to  assure  that  the 
system  we  are  using  is  U8*>d. 

There  is  already  in  place  ctuite  an  elaborate  electronic  system  be- 
cause of  the  electronic  phototype  setting  in  the  industry,  to  make 
sure  that  those  things  were  all  compatible.  We  didn't  want  a 
system  put  in  place  that  ignored  existing  technoJogy. 

Mr.  LiGHTPOOT.  Are  you  comfortable  in  the  --H^urity  of  the  infor- 
mation that  goes  into  that  system? 

Mr.  Cooper.  Jt  is  hai-d  to  be  comfortable  with  the  security  of  in- 
formation that  goes  into  a  computer  system.  Our  industry  is  heavi- 

involved  in  computing  applications  to  one  degree  or  another.^ 

We  have  an  entire  division  of  the  organization  devoted  to  com- 
puterization and  unrelated  to  this  issue  we  are  advised  by  our  com- 
puter people  that  security  isn't  foolproof  and  it  is  a  concern,  cer- 
tainly. 

Mr.  Engush.  Thank  you. 

Mr.  Kleczka. 

Mr.  Kleczka.  No  questions 

Mr.  Engush.  Mr.  Miller. 

Mr.  Miller.  No  questions,  Mr.  Chairman. 

Mr  Engush.  Well,  l  want  to  thank  you  both  for  your  appear- 
ance before  us  today.  Your  testimony  has  been  very  heloful.  We  ap- 
preciate it. 

Mr.  Peyton.  Thank  you. 

Mr.  Engush.  Congressman  Owens  is  on  his  way  here,  so  we  will 
be  delayed  just,  a  minute. 
Our  next  witness  will  be  Hon.  Major  R.  Owens  of  the  House. 
We  are  happy  to  have  you  here  today. 

STATEMENT  OF  HON.  MAJOR  R.  OWENS,  A  REPRESENTATiVS  IN 

CONGRESS  FROM  THE  STATE  OF  NEW  YORK 
N  1.  Owens.  Thank  you.  Mr.  Chairman. 

Mr.  r^'^TOLjsH.  I  might  say,  without  objection,  if  you  care  to  sum- 
marize your  testinr.ony,  your  full  and  complete  written  text  will  be 
made  part  of  the  record. 

Mr.  CwENS.  Yes,  thank  you  very  much. 

I  would  like  to  submit  a  full  written  statement  at  a  later  date 
with  supporting  documentation,  if  possible. 

Mr.  Engush.  Without  objection,  so  ordered. 

[Mr.  Owens,  written  statement  follows  his  oral  testimoixy.] 

Mr.  Owens.  I  see  that  the  committee,  despite  unprecedented  ac- 
tivitj  'S  of  the  day,  is  moving  faster  than  I  expected  it  to.  Otherwise 
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I  would  have  been  here  on  time.  Thank  you  very  much  for  waiting 
for  me. 

Let  me  begin  by  thanking  the  chairman  and  the  members  of  the 
subcommittee  for  holding  these  hearings. 

I  think  the  matters  under  consideration  today  have  far  reachmg 
consequences  for  most  of  the  operations  of  the  Federal  Government 
and  for  the  effective,  efficient  and  accountable  functioning  of 
American  democracy  in  general. 

Both  of  the  topics  discussed  today  involve  policy,  practice,  and 
procedures  which  will  impact  on  the  information  function  at  every 
level  within  our  society. 

We  are  already  well  into  the  age  of  information  and  we  should 
not  allow  ourselves  to  be  casually  misled  through  the  complexity  of 
this  age  by  cost  accountants. 

The  question  of  the  electronic  collection  and  dissemmation  of  in- 
formation is  very  much  interwoven  with  the  broader  questions  of 
information  policy  outlined  in  the  draft  0MB  circular  entitled 
"Management  of  Federal  Resources."  The  format  of  the  informa- 
tion is  a  key  determinant  of  the  access  to  the  information. 

What  we  must  emphasize  at  the  outset  is  that  these  questions  of 
format,  questions  about  the  appropriateness  of  content,  and  ques- 
tions cor'^eming  the  extent  of  dissemmation,  these  are  all  ques- 
tions which  go  beyond  the  scope  of  mere  cost  cutting  and  economiz- 
ing. - 

In  the  name  of  budget  reform,  the  Office  of  Management  and 
Budget  has  assumed  powers  which  ought  to  be  delegated  to  a  dif- 
ferent kind  of  entity,  an  entity  which  is  structured  to  meet  the  full 
range  of  complex  issues  involved  in  this  f^sk. 

Before  such  restrictive  policies  are  implemented,  there  must  be 
broader,  more  deliberative  review  of  the  Federal  information  poli- 
cies by  a  cross  section  of  nonpartisan  experts  who  fuUv  understand 
the  age  of  information.  Among  these  experts,  there  should  be  rep- 
resentatives chosen  by  '  e  American  Library  Association. 

What  information  do  American  citizens  need  from  their  Govern- 
ment in  this  age  of  information?  How  do  we  supply  all  citizens 
with  that  kind  of  information?  And  in  the  most  convenient  formats 
at  the  lowest  possible  cost? 

With  respect  to  information  generated  by  the  Federal  Govern- 
ment, how  do  we  maximize  the  advantages  and  opportunities  pro- 
vided to  our  citizens  by  such  information?  How  do  we  maximize  ad- 
vantages to  educators  and  scholars?  How  will  American  businesses 
be  assisted  as  they  struggle  to  meet  competition  in  the  internation- 
al marketplace? 

It  is  already  clear  that  certain  of  our  foreign  competitors  are 
being  provided  indirect  subsidies  by  their  governments  through  the 
assumption  of  important  information  and  research  costs  by  the 
government. 

Even  in  the  area  of  national  defense  and  security,  there  are  neg- 
ative consequences  generated  each  time  we  shut  down  a  nonde- 
fense  related  Federal  library  information  actvity. 

This  latest  draft  0MB  circular,  is  unfortunately  only  one  compo- 
nent of  a  larger  Reagan  administration  attack  on  the  information 
activities  of  he  Federal  Government. 
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The  0MB  has  ordered  the  accounting  out  of  libraries  within  the 
executive  branch.  The  Office  of  Personnel  Management  has  began 
a  reclassification  of  librarian  and  positions  within  the  Federal  Gov- 
ernment which  downgrades  professional  librarians. 

It  should  be  noted  that  while  this  Neanderthal  approach  to  li- 
braries and  librarians  within  the  Federal  Government  is  taking 

Elace,  private  industry  is  moving  in  exac+Iy  the  opposite  direction, 
ibraries  within  the  export  structures  are  ing  more  attention 
and  higher  budgets  and  librarians  are  being  upgraded  and  given 
new  titles  such  as  data  base  administrators. 

This  draft  circular  on  the  management  of  Federal  information 
resources  is  designed  to  complete  the  task  of  providing  less  infor- 
mation and  more  controls  by  the  executive  branch. 

The  American  Library  Association  booklet  entitled  "Less  Access 
to  Less  Information  By  and  About  the  United  States  Government" 
provides  a  chronology  of  the  hostile  actions  of  this  administration 
against  information  units  and  systems  which  should  be  actually  en- 
couraging and  seeking  to  maximize  the  services,  information  serv- 
ices to  the  American  people. 

0MB  claims  to  derive  its  authority  rom  the  Paperwork  Reduc- 
tion Act  of  1980.  And  yet,  the  thrust  of  that  act  was  to  do  just  the 
opposite.  The  thrust  of  that  act  was  to  relieve  the  burden  of  supply- 
ing information  to  the  Government  from  th^  people,  of  having 
people  of  all  kinds  who  have  to  deal  with  the  Government  fill  out 
unnecessary  forms  and  spend  unnecessary  amounts  of  time  and 
energy  providing  information  to  the  Government. 

The  act  was  not  intended  to  curb  the  access  to  information  gen- 
erated by  the  Government. 

This  same  Paperwork  Reduction  Act  also  requires  that  triennial 
reviews  must  be  conducted  to  review  the  information  resources 
management  activities  of  each  agency  to  ascertain  their  adequacy 
and  efficiency. 

Such  a  3-year  review  process  sounds  appropriately  deliberative 
and  it  is  the  kind  of  reasonable  deliberative  approach  that  one 
would  argue  for. 

It  appears  from  what  we  read  in  the  paper  that  some  one  person 
or  group  of  persons  are  making  these  decisions  about  which  publi- 
cations shall  survive  and  which  shall  be  discarded.  I  am  glad  to 
hear  there  is  a  3-year  review  process  that  is  required,  but  it  must 
be  reasonable. 

However,  it  is  at  this  point  that  the  need  for  an  objective  criteria 
surfaces  again.  What  criteria  will  be  used  and  who  will  apply  the 
criteria?  Which  bureaucrat  has  the  final  decisionmaking  powers 
and  can  stop  the  publication  of  a  periodical  or  annual  review? 

I  read  in  the  paper  that  the  spokesman  for  0MB  says  that  the 
activities  of  the  Census  Bureau  will  not  be  touched. 

The  activities  of  the  Bureau  of  Labor  Statistics  will  not  be 
touched.  This  I  would  like  to  see  in  writing. 

I  don't  know  where  the  guarantees  are,  because  I  understand  the 
monthly  Labor  Review  has  been  told  it  will  become  a  quarterly  in- 
stead of  a  monthly  publication  and  certain  other  kinds  of  publica- 
tions within  the  Labor  Department  have  been  halted  already. 

Who  decides  what  ehall  be  placed  in  the  electronic  data  bases? 
Who  decides  what  shall  be  provided  electronic  format  as  well  as 
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print  format?  What  is  the  title  of  the  person  in  the  General  Serv- 
ices Administration  who  will  execute  these  awesome  responsibil- 
ities? 

If  you  read  the  0MB  draft  circular,  you  wiU  find  that  the  author- 
ity to  carry  out  this  act,  this  regulatory  function,  really  resides  in 


What  is  the  title  of  the  person  within  GSA  who  will  execute 
these  awesome  responsibilities?  What  are  the  qualifications  of  this 
employee?  Who  will  be  the  information  czar  of  America,  the  grand 
censor  of  the  Federal  Government? 

I  think  the  qualification  and  the  position  of  t^at  person  and  the 
kind  of  staff  they  have  and  the  kinds  of  processes  and  procedures 
they  go  through  should  be  very  important  to  all  of  us.  This  is  just 
one  of  the  numerous  questions  which  must  be  answered  before  we 
go  forward  with  the  development  of  implementation  of  a  circular. 

We  are  about  to  make  a  monumental  change  in  the  way  our 
modern  democracy  operates.  0MB  should  be  blocked  in  its  attempt 
to  disguise  this  change  as  a  mere  bookkeeping  operation. 

Instead  of  this  pn)cess  going  forward  in  0MB  via  the  proposed 
circular,  it  should  be  halted  and  there  should  be  an  emergency 
commission  on  Federal  information  appointed  or  some  such  body. 
Such  a  nonpartisan  broad-based  commission  could  exaniine  th3  full 
implications  of  every  propc»ed  action  and  utilize  the  expertise  of  its 
members  to  objectively  develop  policies  and  practices  which  truly 
meet  the  needs  of  the  American  people  in  this  age  of  information. 
I  thank  the  committee  for  allowing  me  to  testify. 
Mr.  English.  Thank  you.  Major.  That  is  a  very  fine  statement. 
[The  prepared  statement  of  Mr.  Owens  follows:] 
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STATEMENT  OF  CONGRESSMAN  MAJOR  R.  OWENS 
BEFORE  THE  GOVERNMENT  INFOR»UTION,  JUSTICE. 
AND  AGRICULTURE  SUBCOMMITTEE  OF  THE  HOUSE 
GOVERNMENT  OPERATIONS  COMMITTEE 

Let  me  begin  by  thanking  the  Chairman  and  members  of  this  very 

Important  Sub-Committee  for  holding  these  hearings.    The  matter  under 

consideration  today  have  far-reaching  consequences  for  most  of  the 

operations  of  the  federal  government  and  for  the  effective,  efficient, 

and  accountable  functioning  of  the  American  democracy  In  general. 

Both  of  the  topics  discussed  today  Involve  policies,  practices  and 

procedures  which  will  Impact  on  ti.e  Information  function  at  every 

level  within  our  society.     W«  are  already  well  Into  the  age  of 

Information  and  we  should  not  allow  ourselves  to  be  casually  misled 

through  the  complexities  of  this  age  by  cost  accountants.  The 

question  of  the  electronic  collection  and  dissemination  of  Information 

Is  very  much  Intetwoven  with  the  broader  questions  of  Information 

policy  outlined  In  the  Draft  0MB  Circular  entitled  Management  of 

Federal  Inforn)a*-i on  Resources.     The  format  of  the  Information  Is  a  key 

determinant  of  the  access  to  the  Information. 

What  we  jiust  emphasize  at  the  outset  Is  that  these  questions  of 

format,  questions  about  the  appropriateness  of  ccntent  and  questions 

concerning  the  extent  of  d  Issera  i  .iat  Ion ,   these  are  .^11  questions  which 

go  beyond  the  scope  of  nere  cost-cutting  and  economl ',ing .     In  the  name 

of  budget  reform,   the  Office  of  Management  and  Budget  has  assumed 

powers  which  ouj^ht  to  be  delegated  to  a  different  k^rd  ol  entity 

structured  to  meet  the  full  range  of  complexities  of  this  task. 

Befcre  such  restrictive  policieR  are  implemented  there  must  be  a 

broader,  more  deliberative  review  of  the  federal  information  policies 
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by  a  cro88  section  of  non-part  lean  experts  who  fully  understand  the 
age  of  Information.    Among  these  experts  there  should  be 
representat Ivey  chosen  by  the  American  Library  Association. 

What  Information  do  American  citizens  need  from  their  government 
»n  this  age    ^f  information?    How  do  we  supply  all  citizens  with  such 
information  in  the  most  convenient  forms :8  at  the  lowest  possible 
costs?    With  respect  to  information  generated  by  the  federal 
government,  how  do  we  maximize  the  advantages  and  opportunities 
provided  by  such  information?     How  do  we  maximize  advantages  to 
educators  anj)  scholars?    How  will  American  businesses  be  assisted  as 
they  strugglgj  to  meet  conpetition  in  the  international  market-place? 
It  is  clear  Xnat  already  certain  of  our  foreign  competitors  are  being 
p/ovided  indirect  subsidies  by  their  govern  je -»ts  through  the 
asRumptltm  of  important  information  and  repearch  costs  bv  the 
government.     Even  In  the  area  of  national  defense  and  secrrity  there 
are  negative  cons'^quences  generf'ed  each  tiiP3  we  shut  down  a 
non-defense  related  federal  library  or  infonnatlon  cnlvity. 

This  latest  Draft  0MB  Circular  Is  unfortunately  only  one 
comuonent  r»f  a  larger  Reagan  Adniin^  strat  1  on  attack  on  the  information 
activities  of  the  federal  Povernme  it  .    The  0MB  has  ordered  the 
contracting  out  of  libraries  within  the  executive  branch.    The  Office 
of  Personnel  Management  has  begun  a  reclassification  of  librarian 
positions  within  the  federal  gover-^ment  which  downgrades  professional 
llbratlan    .     It  should  be  noted  tha^  while  this  neanderthal  appraoch 
to  libraries  and  librarians  within  the  federal  government  Is  taking 
place,  prlvatp  indimrrv  Is  moving  in  exactly  t-he  opposlt  direction. 
Libraries  withl-i  the  corporate  structures  are  receiving  more  attention 
and  higher  hnagers  and  librarians  are  being  upgraded  and  given  new 
titles  such        D^ta  Ra^c  A'jm  In  i  s  tr  a  tor  s  . 
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Thi«  draft  circular  on  the  Managcaent  of  Federal  Ipforaatlon 
Rcaoufcct  ia  deaigned  to  complete  the  taak  of  providing  leas 
infomation  and  aore  controls  by  the  executlvfe  branch.    An  Aaericap 
Library  Aaaociation  booklet  e  titled  Leaa  Access  To  Leaa  In£ur=:JiM"r 
By  Aiid  About  The  U.S.  Cover nnent  provides  a  chronol'-gy  of  the  hoatile 
actions  of  this  administration    against  information  units  and  syatett* 
which  should  be  encouraged  to  maximize  their  services  to  the  American 
people. 

0MB  claims  to  derive  its  authority  from  the  Paperwork  Redu''^^-'- 
Act  of  1980  and  yet  the  thrust  of  that  act  was  to  relieve  the 
of  supplying  iiiformatlon  to  the  f^overnment  from  the  people.    Tue  act 
was  not  Intended  to  curb  the  access  to  Information  generated  by  the 
government.    This  same  Paperwork  Reduction  Act  requires  that 
"triennial  reviews"  must  be  conducted  to  review  the  Information 
Resources  Management  activities  of  each  agency  Lo  aacertaln  their 
adequacies  and  efficiency.     Such  a  three  year  review  procets  should  be 
appropriately  deliberative,  however,  it  Is  at  this  point  that  the  need 
for  objective  criteria  surfaces  again.    What  criteria  will  be  used  aid 
who  will  apply  the  criteria?     Which  bureaucrat  has  the  final  decision 
to  stop  the  publication  of  a  perodlcal  or  annual  report?    Who  decidea 
what  shall  be  placed  In  the  electronic  data-bases?     What  is  the  title 
of  thr  person  In  the  General  Services  Administration  who  will  execute 
these  awesoToe  responsibilities?    What  are  the  qualifications  of  this 
employee?     Who  will  be  the  Information  Czar  of  Arrerica,   the  Grand 
Censor  for  the  Federal  Government 
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This  is  just  one  more  of  the  numerous  qu#»stlons  which  must  be 
answered  before  we  Ro  forward  with  the  Implementation  of  this 
circular.    We  are  about  to  make  a  montimental  change  In  the  way  our 
modern  democracy  operates.     0MB  should  be  blocked  In  Its  attempt  to 
disguise  this  change  as  a  mei.  i  bookkeeping  operation.     Instead  of  this 
process  going  forward  via  the  Draft  0MB  Circular,  It  should  be  halted 
and  there  should  be  an  Emergency  Commission  on  Federal  Information 
appointed .     Su::h  a  non-partisan,  broad  based  Commission  could  examine 
the  full  Implications  of  every  proposed  action  and  utilize  the 
expertise  of  Its  members  to  objectively  develop  policies  and  practices 
v»hlch  truly  meet  the  needs  of  the  American  people  In  this  age  of 
Information . 
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STATFMENT  OF  CONGRESSMAN  MAJOR  R.  OWENS 
BEFORE  THE  GOVERNMENT  INFORMATION.  JUSTICE, 
AND  AGRICULTURE  SUBCOMMITTEE  OF  THE  HOUSE 
GOVERNMENT  OPERATIONS  COMMITTEE 
(continued) 

PAPRRWORK  REDUCTION  ACT 

44  U.S.C.    $  3501.     Purpose  , 

The  purpope  of  this  chapter  Is   

(1)  to  inlnlinl  ze  the  Federal  paperwork  burden  for  Individuals , 
small  businesses,  Stat^^  and  local  governments,  and  other  persons; 

(2)  to  ralnlml*     the  cot»r  to  the  Federal  Government  of 
collecting,  maintaining,  using,  and  disseminating  Ir^'omatlon; 

(3)  to  maximize  the  usefulness  of  Information  collected  by  the 
Federal  Government, 

C4)     to  coordinate.   Integrate  and,  to  the  extent  practicable  and 
appropriate,  m<>ke  uniform  Federal  Informt^tlon  policies  and 
practices , 

C5)      :o  ensure  that  automatic  data  processing  and 
telecommunications  technologies  are  acquired  and  used  by  he 
Federal  Governiient  In  a  manner  which  Improves  service  delivery 
and  program  management.   Increases  productivity,  reduces  waste  and 
fraud,  and,  wherever  practicable  and  appropriate,  reduces  the 
Information  processing  burden  f^r  the  Federal  Govei  nment  and  for 
persons  vho  provide  Information  to  the  Federal  Government;  and 
(6)     to  ensure  that  the  collection,  maintenance,  uk.i  and 
dissemination  of  information  by  the  Federal  Government  Is 
consistent  with  applicable  laws  relating  to  confidentiality, 
including  section  5j?a  of  titl-  5,  United  States  Code,  known  as 
the  Privacy  Act . 
Added  Pub.  T..  96-511,  S2(  a)  ,  Dec.  1  1.   1980,  94  Stat.  2312. 
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"DKCLARATIOH  OF  PURPOSE" 


"Section  1.     (a)  The  Congress  hereby  finds  that  Federal 
InfTTiiatlon  reporting  requirements  have  placed  an  unprecedented 
paperwork  burden  upon  private  citizens,   recipients  of  Federal 
assistance,  businesses,  governmental  contractors,  and  State  and  local 
governments . 

"(b)  The  Congress  hereby  afflrras  that  It  Is  the  policy  of  the 
Federal  Government  to  ralnlinlze  the  Information  reporting  burden, 
consistent  with  Its  needs  for  Information  to  set  policy  and  operate 
Its  lawful  programs. 

"(c)  The  Congress  hereby  determines  that  a  renewed  effort  la 
required  to  assure  that  this  policy  Is  fully  Implemented  and  that  It 
Is  necessary  to  reex^ruine  the  policies  ai.d  procedures  of  the  Federal 
Government  which  have  an  impact  on  the  paperwork  burden  for  the 
purpose  of  ascertaining  what  changes  are  necessary  and  desirable  In 
its  information  policies  and  practices. 
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LESS  ACCESS  TO  LESS  INFORMATION 
BY  AND  ABOUT  THE  U.S.  GOVERNMENT 
A  1981-84  Chronology:  April  i98i  -  December  1984 

What  ma  flrat  aaaa  aa  an  aBarglnf  crand  in  April  1981  whan  th«  Aaarican 
Library  AsaocUdon  VaahlngCon  Off  lea  flrat  aCarCad  thla  chronolojy  of  Iteaa 
which  caaa  to  our  aCCanClon,  haa  by  Dacambar  1984  bacoaa  a  continuing  pat tarn  of 
tha  fadaral  sovanmanC  to  raacrlct  (ovaniMnC  publlcaClona  and  Information 
dlaacmlnatlon  actlvltlaa.    A  yollcy  haa  cMrgad  which  la  l^aa  than  aympathatlc 
to  tha  prlnclplaa  of  fraadom  of  accaaf  to  Inforaatloo  aa  llbrarlana  advocate 
Lhaa.    A  coabtnatlon  of  apaclflc  policy  daclalona,  cha  carraot  Actalnlatratlon'a 
Interpratatlona  and  Isplaaantatlon  ©f  tha  1980  Paparvork  laductxon  Act 
(PL  96-511),  i^>lnantatlon  of  tha  Graca  Cwlaalcn  racowndatlona  and  agency 
budget  cuta  algnlflcantly  lialt  accaaa  to  public  docuaanta  and  atatlatlca. 

Tha  accalaratxag  tendency  of  federal  asenclee  to  uee  computer  and 
telecoMunlcetlone  technologlee  for  dete  collection,  etorege,  retrlevel  and 
dleeemlnatlon  has  major  lapllcetlone  for  public  ecceee.    To  Identify  e  few: 
contrectuel  errangeaente  with  cowierclel  flru  to  dleeaalnate  Infonatlon 
collected  et  taxpeyer  expenae,  Increeeed  ueer  chergee  for  government 
Information,  tha  trend  tcverd  hdvlrg  Increeelng  amounte  of  government 
Information  eveilable  In  electronic  format  only  and  eliminating  the  printed 
vereion.    While  eutomatlon  cleerly  of fere  prosleee  of  eevlnge,  will  public 
ecceee  to  government  information  be  further  ree trie ted  for  people  who  cennot 
efford  computere  or  cennot  pey  for  computer  tlae? 

ALA  reaffirmad  ite  long  etaading  conviction  that  open  government  ie  vitel  to 
e  democracy  in  a  reeolution  peeeed  by  Council  in  January  1984  which  ateted  that 

there  ehould  be  equal  and  reedy  ecceee  to  data  collected,  compiled,  produced, 
end  publiehed  in  any  format  by  tha  govemmant  of  the  United  Stetee."    In  hie 
inaugural  apeech,  ALA  Preeident  E.J.  Joeey  aaamrted:  ''Agein,  nobody  would  deny 
^he  utility  of  many  of  theee  eervicee  provided  by  tha  privete  eector,  but  ere 
not  eveileble  to  all  of  the  American  people;  their  purpoee  ie  to  yield  e  profit, 
*nd  they  are  deeigned  only  for  choee  who  cen  pay  for  th«m.    Kor  do  they  hev4  eny 
obllgetion  to  provide  ecceee  to  ell  or  eny  Information;  only  that  information 
which  tha  euppliere  deem  profiteble  or  potentially  ao.    Only  tha  preeervetion  of 
P"^^f5.  ••rvlcee,  publicly  eupported,  cen  eeeura  that  aech  individual  hae  equel 
and  raa<fy  ecceee  to  information,  ..." 

With  accaaa  to  information  a  major  ALA  priority,  membere  ehould  be  concerned 
ebout  the  follu^flng  eeriee  of  ectione  which  creete  a  climate  in  which  government 
information  activitiee  ere  euepect.    The  April  1981  through  June  1984  items  ere 
e  compiletion  of  four  previoue  chronologiee  prepered  on  the  same  topic;  the  July 
to  December  1984  items  are  en  updete. 


Ansrlcen  Llbrery  Assocletlon 
Vaahlngton  office 
December  1984 
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April  1981       PrcBldent  Reatan  l^pottd  ■  aoratorluB  on  tha  pioductlon  and 

procurcBtnt  of  new  audiovisual  aida  and  goranment  publicationa 
uaing  tb^i  rationale  th«t  tht  federal  goverraMnt  ia  amending  too 
Much  Boney  or.  public  relatione*  publicity »  and  advertieing.  **Huch 
of  thie  weete  coneiete  of  unneceeeery  end  expeneive  filB«»  sage- 
since*  erd  paaphlete."    (We«Kly  Coapiletion  of  freeidentiel  Docu- 
■ente,  April  27,  1981) 

April  1981       The  Office  of  ManageMnt  end  Budget- (0KB)  ieeued  Bulletin 
No.  81-16  which  provided  proceduree  and  guidelinee  for  the 
■oretoriuB.    All  egenciee  vcre  required  to  review  and  reduce 
plenned  or  propoeed  publications  end  to  develop  e  nanageaent 
:ontrol  plen  to  curteil  future  spending  on  periodicele*  peaphlete 
and  audiovieuel  aateriele. 

June  1981        ONB  iseu^d  a  model  control  pl«n  to  eeeiet  agcnciee  in  developing 
new  or  iaprovcd  control  eyete««  to  t^rry  out  the  policiee  and 
guidelinee  In  Bulletin  No.  81-16>  ''EllBination  of  Vaeteful 
Spending  on  Govemncnt  Periodicale*  Paaphlete*  end  Audiovieuel 
Producce.** 

June  1981        0KB  Bulletin  Bl-21  required  eech  federel  egency  to  eubait  ita 
plen  for  reviewing  ite  information  activitice  by  September  1. 
1981.    The  objective  wee  to  cetablieh  a  proceee         which  forcee 
egenciee  to  focue  on  end  ellowe  ue  (0KB)  to  influence  decicione  on 
how  they  proceee*  maintein,  end  dieeeminete  information.** 
Bulletin  No.  81*21  also  required  the  deeignation  of  the  eingle 
official  in  eech  federel  sgency  -    the  executive  branch  who  will 
be  reeponsible  for  information  resources  manegement  ee  required  by 
the  Pspervork  Reduction  Act  of  1980. 

September         D^vld  Stockman,  Director  of  OHB,  ieeued  Memorendum  81-16,  re- 
1981  quiring  heeds  of  executive  departments  and  sgencies  to  pey  speciel 

attention  to  the  major  information  centers  operated  or  eporsored 
by  their  egency.    Among  the  typee  of  information  ccntere  to  be 
evhiueted  ere  cleeringhousce,  information  anelyeis  centers  end 
resource  centers.    Eveluation  criterie  included  theee  questions: 
Could  the  priv*t^  sector  provide  the  eeme  or  similar  information 
eervicee'^    le  the  information  ser'ioe  provided  on  s  full-cost  re- 
coveiy  besis? 

October  1981    0MB  Bulletin  81-16,  Supplement  No.  1>  required  egency  review  of 
ell  existing  periodicele  end  recurring  pamphlete  to  reeval-«t( 
their  neceesity  and  cost-ef fectivenees  using  0>fB-spproved  c  ol 
systems.    A^enciee  must  submit  s  new  request  for  ell  eeries  to  be 
continued  after  Jeminry  15.  1962. 

Oct-^ber  1981    Public  Printer  Denford  Sawyer,  Jr.  proposed  to  close  ell  Govern- 
ment Printing  Office  booketores  outside  of  Wsshington,  D.C.  plus 
a  few  Wsehington  locations.    Approximately  24  of  the  27  GPO  book- 
stores would  be  cloeed,  beceuoe.  It  is  clsimed,  they  comprti*  with 
the  privste  eector  end  are  losing  money.     (Letter  to  Sen.  hathiae. 
Chairman  of  the  Joint  r;«ittee  on  Printing,  Oct.  9,  1981) 
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October  i981    Th«  Ju«tlc4  Dcpartaent  aubkilttad  to  Congress  the  Admlnlatrstlon's 
proposal  to  aaveraly  ll»lt  tha  applicability  of  tha  Freedom  of 
InforMtion  Act.     (Waahing^on  Poat.  Novambar  28,  1981) 


November 
1961 


According  to  tne  Waahiniton  Poat  (Novembar  9,  1981)  over  900 
govartUMnt  publicationa  hava  baan  or  will  ba  eliminated  and 
the  govammant  claim*  that  milllona  of  dollara  will  be  «^^-d 
•a  a  reault. 


November 
1961 


November 

1981 


Tha  Waahington  Poat  (Novr^^*-    90,  1981)  alao  raported  that  tha 
Coonerca  Dapartmcnt  waa  c  ring  raplacing  the  National 

Tachnical  Information  S«r,xca  with  conttacta  to  private  firma. 
NTIS  indaxaa  and  dictributaa  at  coat  thouaanda  of  faderally  fundad 
technical  reporta  and  reaearch  ctudiaa. 

One  example  of  a  diacontimii    publication  ia  tha  Sacuritiaa  and 
Ltchange  Comsiaaion  Haw  Digaat.  hardly  an  aphamoral  public  ra- 
Utiona  pieca.    Tha  SEC  wilL  continue  to  print  it  for  intamal 
U8i,  but  will  no  longer  offer  aubactipt jona  or  make  it  available 
for    depoaitory  library  distribution.    Inatead,  a  private  fim 
will  publiah  it  at  a  50  parcant  incteaae  in  price  (from  $100  to 
$150  per  yaar).     (Security  and  Exchange  CoMieeion  Newe  Digeet. 
November  10,  1981)   °  


December 

1981 


Jenuary  1982 


Citing  budget  cutfc,  the  "jtionel  Archivee  diecontinued  the  inter- 
librery  loen  of  microfilm  publicatione  from  the  Fort  Worth  Federel 
Archivee  and  Recorda  Centet.    About  600,000  reels  of  cenaue, 
diplomatic,  psnsion  end  other  tecorde  ueed  heevily  by 
geneelogiete  were  lent  to  libreriee  ennuelly.     (Letter  sent  from 
the  Nationsl  Archivss  to  "All  Litrsrisns",  November  30.  1981) 
(Note:     In  July  1983 »  NARS  begsn  s  rsntal  progrsm  for  census 
microfilm  through  s  contrsctor. J 

The  free  'Vveniment  Printing  Offics  pemiphlet  Selected  U.S.  Govern- 
pent  Publicetione  ueed  for  yeers  to  alett  teedere  to  new  generel 
intereet  snd  consumsr  oriented  govsmment  documsnts  will  no  longer 
be  mailed  to  ths  public  beceuee  CPO  eeye  it  ie  too  expensive  to 
meJl  out  every  month.    CPO  euggeete  thet  reedere  ecbecribe  to  the 
comprcheneive  bibliogrephy  the  Monthly  Cetelog  of  U.S.  Government 
Publications  which  coete  $90  e              (Ueehington  Poet,  Jenu- 
ary  22)  "  "  


Febnisrv  The  Presidenr's  FY  1983  budgst  tequcsted  xaro  funding  for  ths 

^^^2  Librsry  Servicss  snd  Construction  Act:    Titlss  II  A.  B  and  C  of 

the  Higher  Educstion  Act  which  provids  funds  for  college  librsry 
resourcss,  resesrch  snd  ttsinicg  programs  snd  rsssarch  librsries; 
snd  the  Nstionsl  Commission  on  Librsries  and  Informetion  Science. 
Ur8  money  wes  proposed  for  the  atete  block  grent  which  conteins 
funding  for  echool  librery  reeourcee  and  for  the  U.S.  Postel 
Service  subsidy  which  supports  the  fourth  class  librsry  rate  snd 
other  nonprofit  nailing  rstes.     (Office  of  Hanagemant  and  Budget. 
Budget  of  the  U.S.  Government  FY  1983) 
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Harch  1982 


Harch  1982 


^iTch  1982 


April  1982 


May  1982 


May  1982 


May  1982 


A  300  pCTCtnt  Increaat  in  tht  coit  of  an  annual  ■ubicrlptlon  to 
tht  Fcdtral  Rtgiitar  —  from  $75  to  $300  —  vtnt  Into  tfftct. 
(February  25  Fadtral  Ktgiatar,  p.  8151).    In  1981,  the  prlct  of  a 
year'i  ■ubicrlptlon  to  tht  Conirtiaional  Rtcord  Incraaied  froa  $75 
to  $208.    Sen.  Charlaa  Mathlaa  (E-HD)  eta ted  that  circulation  of 
tht  CR  dtcllntd  alnoat  20  parcant  In  tht  lait  thrta      ara  aa  tha 
prlct  Incrtaatd  (Hii  York  Tl— a,  Juut  2) 

Many  publlcatloni  foratrly  dlatrlbuttd  frat  ara  now  ivtllablt  only 
tor  a  ftt  and  gOTtmatnt  agandta  art  urgad  hy  0MB  to  atart 
chaf-glng  prlcta  high  tnougU  to  rtcovar  thalr  coata.    For  ax««plt, 
btciuit  of  budget  cuts,  Agrlcultura  Dtpartatnta  Econoalc  laatarch 
Servlct  vlll  atop  frte  dlatrlbution  of  Ita  publications  and  aaka 
thtat  reports  avallablt  only  on  a  paid  aubacrlptlon  basis.  Tht 
slttmstlvt  vss  to  curtsll  bsslc  resssrch  sctlvltlcs.     (March  29 
FR,  p.  13178) 

A  rtterenct  colltctlon  fftsndby,  tht  Dictionary  of  Occupstlonal 
Titles,  Is  threstensd  btcsust  87  of  tht  97  Jobs  rsskslnlng  In  tht 
Labor  Depsrtacnt's  occupstlonsl  snalysls  division  srt  btlng  ell- 
■Inated.    (Wsshlngton  Post,  March  2) 

The  Prtsldent  slgntd  Exscutlvt  Ordtr  12356,  Nstlonal  Stcurlty  In* 
formation,  vhlch  substsntlslly  Incrtssts  tht  amount  of  Information 
that  csn  bt  clssslfltd.     (April  6,  FR,  pp.  U873-14884).  Critics 
set  the  Executive  Order  ss  s  rtvtrssl  of  s  30-ytsr  govtmaent 
policy  o'  sutooatlc  d«cltsslf Icstlon  of  govemasnt  docuotnts. 
Although  the  Nstlonal  Archives  still  has  tht  suthorlty  to  review 
clssslfltd  docuatnts,  budgtt  cvts  srt  llktly  to  llalt  the  sblllty 
of  Archlvts  to  carry  out  this  function  ef f 'ttlvtly .  (Chronlclt 
of  Higher  Educstlon,  April  U) 

The  Admlnlstrstlon  Supports  Stnstt  ssendnenti.  to  the  Frtedoa  of 
Information  Act  to  restrict  ths  type  and  aaount  of  government 
oaterlsl  svsllsble  to  tht  public.     (Wsshlngton  Post,  May  4). 

The  govtrnmenr't    vo  biggest  •  olltctors  of  ststlstlcs,  tht  Census 
Burtau  snd  the  fturtsu  of  Labor  Statistics,  havt  cut  programa  bt- 
csuse  of  budget  rtductlons.    Tht  Ctnsus  Buresu  has  dropped 
nunerous  studies  snd  th«  Burtsu  of  Lsbor  Ststlstlcs  hss  ssked 
Congress  for  sn  eatrgency  $5.6  allllon  spproprlstlon  "to  maintain 
the  eccurscy'*  of  such  kty  tconoalc  Indlcst^rs  ss  tht  ConsuFct 
Price  Index.    According  to  s  May  4  Wsshlngton  Post  srtlcle,  "Many 
of  the  programs  being  trimmed  htlptd  tht  gov^mmtnt  aonltor  hov 
Its  programs  vert  btlng  used.    Othtrs  htl         ollcy  makars  prtdlct 
economic  trends."    Tht  artlclt  also  quotta  «  business  Itsdtr 
testifying  st  s  congresslonsl  subcomnltt 't  htsrlng  In  March;  "A 
million  doUsrs  ssved  todsy  through  sho .t-slghttd  rtductlons  In 
the  budgets  for  ststlstlcal  programs  could  Itsd  to  erroneous 
decisions  thst  woulc  cost  tht  prlvste  and  public  sectors 
billions  of  dollsrs  over  the  long  run." 

The  Office  of  Mansgement  end  Budget  hss  agreed  to  make  svsllsble 
a  complete  list  of  dlscc  *^lnutd  government  publlcstlons  ss  s  way 
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May  1982 


Mky  1982 


Junr  1982 


June  1982 


June  1982 


September 

1982 


"...to  «aaure  an  orderly  and  equitable  trenefer  of  dlec  .^tlnued 
govaniMnt  publ lea t lone  to  the  private  aactor."    Th«  n.c  which 
ahould  be  available  In  mid-July,  can  be  obtained  fro*  0MB *a  Bill 
McQuald  (202/395-5193).     (Aaaoclatlon  of  teerlcan  PubUahara 
Capital  Utter.  May) 

In  April,  the  Generel  Servlcee  Adalnletretlon  cloved  the 
Weehlngton,  D.C.  Federel  Information  Center,  leevlng  the  40  In- 
formation centere  In  other  perte  of  the  country  .till  operetlng. 
lowever,  citing  budget  cute,  wmlk-ln  eervlcee  have  nov  been 
eliminated,  laavlng  only  the  telephone  mimbere  nnd  people  to 
enaver  them.    A  eevlng  of  $260,300  of  the  centere'  $4  million 
ennuel  budget  la  anticipated.     (Waehington  Poet.  Kay  25) 

The  New  York  Ti»^«  (May  10)  reported  that  GPO  deecroyed  $U  mil- 
lion worth  of  government  publlcatlone  thet  were  not  eel ling  more 
then  50  coplee  e  yeer  or  eeralng  more  than  U.OOO  in  eAlaa  e  yeer. 
The  mllllone  of  documente  were  aold  ee  waetepaper  for  $760,000. 
Although  e  few  coplee  of  moet  tltlee  have  been  kept  In  etock, 
geuerelly  paople  looking  for  one  of  the  deetroyeJ  publlcetione 
will  be  told  to  find  It  in  one  uf  the  depoeltory  Ilbrerlee. 

In  keeping  with  Ite  policy  to  refuee  to  offer  for  public  aale  any- 
thing that  won't  yield  $1,000  m  yeer  in  aalae,  C?0  haa  aelected 
only  25  of  the  69  publlcetlone  which  the  Netlonal  Bureeu  of 
Standerde  wented  to  offer  for  public  sale.    Aa  w  raeult,  the  re- 
jected publlcetlone  are  avalleble  to  the  public  only  through  the 
Netlonel  Technlcel  Information  Service  whoe'^  pilcee  for  NBS  publl- 
cetlone are  generelly  two  to  three  tlaee  higher  than  GPO 'a  for  the 
same  document.     (Memo  from  NBS  offlclel,  June  lA) 

Continued  cutbecka  on  free  publlcetlone  reeult  in  the  Hetlth  end 
Human  Servicee  Depertment  no  longer  dletrlbuting  coplee  of  Infent 

without  cherge  ee  it  hee  for  58  yeere.    (New  York  TlmeiH  

June  2) 

The  Office  of  Management  and  Budget  permlted  federel  egenciee  to 
begin  putting  out  new  publlcetlone  and  fllna,  but  0KB  will  keep  e 
cloee  eye  on  coete  and  top  agency  offlc5ele  will  monitor  content. 
According  to  e  preliminary  count,  the  Ad»i.  letretlon  hefc  elimi- 
nated ebout  2,000  of  the  13,000  to  15,000  pubUcetlone  dletrlbuted 
before  the  ?reeldent*e  April  1981  moretorlum  oi  government  booka, 
periodicals  and  audlovlauala.    (Weehlngton  Poet.  June  11) 

In  responee  to  e  September  8  Federel  Retleter  (pp.  39515-39530) 
notice  by  the  Office  of  Management  and  Budget  (0MB)  regerding  pro- 
poeed  reguletione  for  the  infotmatlon  collection  provlelone  of  the 
Peperwork  Raductlon  Act  of  1980,  Weehlngton  Office  Director  Eileen 
Cooke  sent  OMB  the  reeolutlon  on  federel  government  atatletlcel 
ectivltiee  paeeed  by  Council  at  the  1982  «nf»-»  conference.  Her 
letter  eent  with  the  reeolutlon  expressed  iLA'a  concern  with  the 
eesuaption  throughout  the  propoeed  reguletions  thet  federel 
government  dete  collection  la  a  burden  on  the  public,  wlch  little 
recognition  given  to  the  benefits  to  the  public  which  ere  derived 
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October  1982 


January  19C3 


January  1983 


February 

1983 


March  1983 


frott  accurate,  nonblaacd  and  tl»ely  atatlaClca.    Sh«  streaatd  that 
the  Asaoclatlon  would  like  to  see  more  aafefuarda  for  public 
•cccsa  In  the  regulatlona. 

On  October  6,  1982,  0MB  releaacd  a  list  of  «orc  than  2,000  govem- 
»ent  publlcatlona  —  one  out  of  every  alx  —  targeted  for  terMl- 
nation  or  conaolldatlon  into  other  publlcatlona.    Thla  Initiative, 
together  with  4,500  othar  coat  raductlona  propoaad  for  "n  "ddl-^^ 
tlonal  2,300  publlcatlo^-ia .  la  expected  to  produce  coat  aavlnga  'of 
iiore  than  one-tMrd  of  all  federal  publlcatlona."    According  to 
0MB  82-25,  "Refom  *M:  Elimination,  Conaolldatlon  and  Coat  Rt- 
ductlon  of  CoveroBtnt  Publlcatlona,"  alxteen  parcent  of  all 
governaent  publlcatlona  will  be  dlacontlnued.    Thla  a»ounta  to 
70  nllllon  copies,  1/12  of  the  850  ■llllon  coplea  printed,  and  la 
part  of  "...the  Eaagan  Admlnlatratlon'a  continuing  drlva  to^^ 
ellnlnate  coatly,  redundant  and  auperfluoua  publlcatlona..."  Each 
federal  agency  will  be  reviewing  It  a  publlcatlona  for  Incraaaed 
uaer  fees.    Similar  aavlnga  are  axpacted  during  1983  to  1985. 

0MB  publlah«d  the  draft  of  the  revlalon  of  Ica  Circular  A-76 
"Perfomanca  of  Comrclal  Actlvltlea'*  1°  the  January  12  Federal 
Mglater,  pp.  1376-1379.    Library  aenrlcea  snd  facility  operation 
and  cataloglrg  were  Hated  aa  examplaa  of  commercial  actlvltlea. 
The  supplement  to  the  circular  aeta  forth  procedurea  fcr  determin- 
ing whether  coMierclal  actlvltlea  ahould  be  operated  under  con- 
tract with  private  aourcea  or  In-houae  ualng  government  facilities 
and  personnel.     (ALA's  Federal  Llbxarlana  Round  Table  recowoended 
itany  changes  In  the  draft  circular  to  0MB.) 

0MB  prcpofced  anendoenta  to  <ts  Circular  A-122,  "Cost  Prlnclpl-is 
for  Nonprofit  Organliatlona,"  In  the  January  24  Federal  Register, 
pp.  3348-3351.    The  prop;>8al  "...would  have  had  the  apparent  ef- 
fect of  severely  restricting  or  Inhibiting  sn  organisation  froa 
engaging  In  protected  flrat  amendment  rlghta  with  Ita  own  private 
aaaets  aa  a  condition  for  receiving  the  benefits  of  any  federal 
contract  or  grant,  unless  the  organization  could  duplicate  all  Ita 
faclUtlea,  equipment  and  p^raonnel."    ("Legal  Analvala  of  0MB 
Circular  A-12'>:  Lobbying  by  Non-Prof  It  Granteea  of  the  Federal 
Government,"  Congressional  Research  Service,  Library  of  Congraas, 
December  15,  1983,  p.  CRS-2).    The  propoaal  waa  withdrawn  In  March 
after  aubatantlal  congraaalonal  and  public  crltlclaa.  (Chronicle 
of  Higher  Education,  March  9,  1983) 

In  a  February  18  apeech  to  cha  Conservative  Political  Action 
Conference,  Prealdent  Reagan  cited  "...reducing  publication  of 
more  than  70  million  coplea  of  wasteful  or  unneceaaary  government 
publications"  aa  one  of  the  waya  that  his  Admlnlatratlon  la  at- 
tempting to  make  government  more  efficient.     (Weekly  Compilation 
of  Presidential  Docuaenta,  February  23,  1983,  p.  260> 

Stating  tha"  additional  aafeguarda  are  needed  to  protect  claaal- 
fled  information,  the  Prealdent  lasued  a  directive  on  aafeguardlng 
national  security  Information  on  March  11.    The  directive  mandatea 
greater  use  of  polygraph  examinations  In  Inveatlgatlons  of  leaka 
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April  1983 


of  classified  inforwlion  and  r«quir««  .11  individual,  with  .cc... 
to  c«rc.in  CTp..  of  claaaificd  infor».cion  to  .ign  .  lifalonj  pr.- 
publication  rtvicv  .gr.Mtnt  co  .ubnit  for  lovanaMntal  r.view  .11 
vriting.  .Qd  propo..d  .p..ch..  which  touch  upon  intcllig.nc. 
Mtt.r..    Aa  diractad  by  AU  Council  in  a  raaolutlon  paaaad  at  tha 
1983  Annual  Confaranca,  ALA  Exacutlva  Diractor  lobcrt  Vadgtvorth 
wrote  to  tha  Praaidant  and  raquaatad  that  Tha  Praaidantial  Di- 
rectivg  on  Safawrding  lUtioaal  Sacurity  Intorwation  t)a  raactnd^ 
cd.    In  Dacauicr,  Congraaa  addad  an  mnteant  to  tha  Dapartwant  of 
Stata  Author liatio!>a  (PL  98-164)  prohibltiog  laplaMnCation  of  tha 
diractiva  until  April  15,  1984. 

The  :;«part«ant  of  Enargy  propoaad  ragulationa  in  tha  April  1 
Federal  Regiatar.  pp.  13988-13993,  to  "...daacriba  choaa  typaa  of 
Unclaaaifiad  Controllad  Muclaar  Information  (UCHI)  \o  ba  pro- 
tected, aatabliah  alnira  protacticm  atandarda,  aa.:  forth  tha  con- 
ditiona  under  irhich  a--aaa  to  OCNI  twild  ba  granted,  and  aatabliah 
rroceduraa  for  cha  impoaltion  of  pinaltlaa  for  violation  of  thoaa 
regulationa/'    Although  librariaa  vara  not  Mentioned  in  tha  pro- 
poeel,  the  ecope  of  the  docuaantation  and  inforvtlon  potentielly 
covered  reieed  ccacem  ebout  accaee  to  Inforr.ition  on  nucleer  re- 
eeerch  in  libreriee  which  ere  depoaitoriae  of  Dapartaent  of  Energy 
nucleer  uteriela. 


August  1983 


Augtiftt  1983 


September 

1983 


At  e  public  heering  et  che  Depertaant  of  Energy  on  Auguet  16, 
Sendre  Petereon,  chair  of  the  Govemaent  Docuaente  Round  Teble, 
teetifying  on  behalf  of  ALA,  concluded  chat  tha  propoeed  DOE  regu- 
lationa  iaaued  in  April  ebout  Uncleeeified  Controlled  Nuclear  In- 
fortation  ahould  be  withdrawn  and  raevelueted.    At  the  heerlng,  e 
DOE  officiel  recogniied  che  concerne  cf  ecedeaic  end  reeeerch 
Inetitutione  ebout  che  effecC  of  che  propoeed  nile  on  Cheir  li- 
breriee.   Two  poeeible  eoluClone  ware  euggeeCed:     1)  expreeely  ex- 
empt froa  the  rule  nongovernaantal  libreriee  whether  opereted  by 
governaant  contrector  or  not;  end  2)  liaic  che  reeponelbillcy  of 
nongovemaenc  libreriee  Co  che  proCecClon  of  docuaenCe  or 
materlele  epeclficelly  identified  by  cicle,  if  poeeibl#».  Co  Che 
llbrery  by  DOE  in  wricing.    In  en  Occober  leCCer  Co  DOE  on  behelf 
of  ALA,  Pecereon  reJecCed  }*oth  epproechee  ee  iapoeeible  .nd  ia- 
pracclc.l.    DOE  pl.ne  co  ieeue  e  revieea  propoeel  in  Jenuery  1984 
the  Federal  R<g;aCer  for  an  eddiciooal  public  coMienC  period. 

OMB  Iseucd  Che  revleion  of  ice  Circuler  A-76  (eee  Jenuary)  in  che 

16  Federel  RealeCer.  pp.  37110-37116.    The  iapecC  of  chie 
circuler  exCende  Co  ell  libreriee  which  depend  on  or  have  a 
eervlce  releClonehlp  wlch  federel  libreriee.    A  conCrecC  for  cocel 
llbreiy  opereClone  of  che  DepercaenC  of  Energy  llbrery  wee  ewerded 
CO  a  privece  eecCor  flra  in  AugueC,  for  che  DepercaenC  of  Housing 
end  Urben  DevelopaenC  in  SepCeaber. 

In  che  SepCeaber  12  Federel  RenieCer,  pp.  40964-40965,  0K3 
eollclced  public  coemenC  on  thm  developaenC  of  e  pcllcy  circuler 
on  federal  infomaClon  aanagenenC  ee  pare  of  iCe  reeponaibil ley  co 
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h jveabflr 

1983 


Novenber 
1983 


Decenber 
1983 


iBplemcnC  Cha  Pap^rvork  Ecducclon  Acc  of  1960  (PL  96-511).  The 
only  undcrlylni  principle  Motionad  by  0KB  was  chac  "...inforaa- 
tlon  la  noc  a  frac  good  but  a  raaourca  of  subaCancial  ccoooslc 
value....**    Tha  ALA  raaponsa  scraaa^d  ChaC  **To  p«rciclp«Ca  full, 
to  a  daaocradc  toclacy,  clclsana  «naC  b«  Inforvad  and  awara,  ra- 
gardleaa  of  chair  Individual  ablllCy  Co  pay  for  InforMCion." 
Indicadnu  ara  chac  OHB  will  cry  to  caCabllab  uMr  f«aa  la  ordar 
Co  recover  Cha  sov«n»anC*a  full  coaCa  of  .craaClng  aa  vail  «•  pro* 
vidliif  lnfor«aclon,  and  vlll  try  Co  dcfina  vfaac  conadtutaa  unfair 
coapatition  with  the  privata  aactor  aa  it  ralataa  to  Infonwtioo 
isauea  and  library  oparationa.    QKB  plans  to  iatua  a  propoMd 
circular  foj  public  co«Mnt  in  tha  Federal  Rttiata r  in  Fabruary 
1984. 

In  contraat  to  other  policiea  which  r^atrict  public  accaaa  to 
gov^mMnt  inforwacion,  tha  U.S.  Govarnsant  Vrintlag  Office 
launched  a  national  caapaign  ''o  increaaa  public  awaranaaa  and  usa 
of  federal  dapoaitory  librariea.    The  caapaign  uaaa  public  aarvica 
announccacnta  with  tha  thaac  **Contart  your  local  library**  on 
telavieion,  radio  and  in  print  to  gride  tha  audience  to  all  li- 
brariea, Che  1,375  depoaitoriea  and  other  oon-dapoaitoriea. 

OHB  iaaued  a  watare*^  down  Teraion  of  ita  January  reviaiona  to 
Circular  A-122:    **Coet  Priaciplea  for  Nonprofit  Organisationa; 
Lobbying  and  Belated  ACtivitiaa"  in  the  Itovaaber  3  federal 
Regie, er,  pp.  50860-50874.    In  a  Dacaabar  19  latter,  ALA  urged  0KB 
to  clarify  aabiguoua  language  in  tha  propoaal  and  reaffiraad  the 
Aaeociation'a  coMiitaent  to  the  principle  that  open  govarnaant  ia 
vital  to  a  deaocracy.    QKB  haa  extended  their  pravioua  aSd- 
Deccaber  comnt  deadlina  to  January  18,  1964.    ALA  chaptera  and 
atate  library  aaaociations  aay  want  to  further  analyxe  the  OHB 
propoaal  to  aee  if  it  would  affect  their  organixation'a  lobbying 
and  related  actlvitiaa. 

The  House  paaaed  K&  2718,  Paperwork  Reduction  Act  Aacndaenta  of 
1983.    The  bill  eatabliahaa  bcw  goals  for  further  reduction  of  the 
burden  iapoaed  by  federal  paperwork  requiraaanta.    Federal  col- 
lection of  infon»"Cion  would  be  reduced  by  10  percent  by 
October  1,  198&,  and  by  an  additional  5  percent  by  October  1, 
1985.    The  Houae  bill  would  explicitly  prohibit  uee  of  !un^a  for 
functiona  or  actlvitiaa  not  apecifically  authorised  or  required  by 
the  Paperwork  Reduction  Act.     (Movaaber  7  Congraaaional  Record, 
pp.  H9271-9273) 

In  a  Decenbar  12  latter  to  Rap.  Auguatua  F.  Rswkina  (D-CA),  Chair 
of  the  Joint  Coanittae  on  Printing,  0KB  Director  David  Stockaan, 
proteated  tha  atipulation  in  the  propoaed  JCP  Covamaant  Printing, 
Binding  and  Diatribution  R<gulationa  that  tha  Govarnaant  Printing 
Office  would  be  reaponaible  for  tha  diatribtition  of  all  govarnaant 
publicationa.    In  her  letter  cnaMnting  on  the  proposed 
regu let lone,  ALA  Vaehlngton  Office  Director  Eileen  D.  Cooka  coa- 
oended  the  JCP  for  ita  davelopaent  of  regulationa  which  provide 
for  tecnnological  changea  and  for  increaaed  aupport  for  the  de- 
pository llbrery  prograa.    Cooke  aaid:    "The  expanded  definition 
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of  printing  U  axtrmly  liqK>rtant  for  tha  contlnuad  «ff«ctlv« 
operation  of  tha  dapoaltory  library  projrm.    An  Incrcaalng  nu^cr 
of  tovarnMnt  atanclaa  ara  craatlng  Information  which  la  only 
avallabla  for  dlatrlbutlon  In  an  alactronlc  format.    In  ord«r  for 
llbrarlas,  apaclflcally  dapoaltory  Ilbrarl«a,  to  be  abla  to 
provlda  Information  In  thla  format  to  tha  (ana- al  public.  It  muat 
bacoma  a  part  of  tha  dapoaltory  library  program."    Tha  propoaad 
JCP  rcgulatlona  vara  printed  In  the  November  11  Congranalonal 
P«cord,  pp.  H9709-9713.   


Daccmber 

1963 


On  December  28,  1983,  tha  United  Statea  Government  geve  the  re- 
quired oni-yeer  notice  of  Ite  Intention  to  withdrew  from  the 
United  Kt  Lone  Educetlonel,  Scientific,  and  Culturel  Orgenlxetlon 
(UNESCO)  effective  Jenuery  I,  1985.    (Preee  releeee  #98-158, 
"Houee  Heerlnge  on  U.S.  Fertlclpetlon  In  »JliESCO,*'  CoMlttee  on 
Science  end  Technology,  u,S.  Houee  of  lUpreeentetlvee,  March  8. 
1984) 


JIOTE:    ALA  Council  peeeed  e  reeolutlon  In  Jenuery  1984  on 
continued  U.S.  memberehlp  in  UNESCO.    Thomae  Calvin, 
Chair  of  ALA*e  International  Reletlone  CoMlttee, 
teetlfled  In  Congrees  on  March  15,  1984  end  urged  the  U.S. 
to  etey  In  UNESCO  end  continue  to  ellow  U.S.  eclentlete 
"full,  prompt,  and  reedy  ecceee  to. . .reeeerch  reeulte  of 
their  counterperte... throughout  the  world." 

Jenua/y  1984    The  Second  Annual  Report  on  Ellwln^tlone,  Coneolldetlone,  end 

Coet  Rcductlone  of  Covemment  PubXlcetlone  renorte  tka  «H«tn«ttQn 
of  3.287  publlcetione  and  the  propoeed  coneolldetlon  of  enother 
561.    The  total  of  ellmlnetlone  and  coneolldetlone  equele  3,848 
publicetlons  or  one-fourth  of  the  totel  Inventory.^  Theee  publlce- 
tlone  eccount  for  over  150  million  roplee,  or  15  percent  of  ell 
coplee  printed.    In  eddltlon,  federal  egenclee  propoeed  5,020 
coet-reductlon  ectlone  on  3,070  other  publlcet5  ne  Including  re- 
ducing the  volume,  frequency  of  Iseue,  uec  of    ^lor,  and  other 
printing  end  dletrlbutlon  coet  reductlone.    Hcenwhlle,  the  Office 
of  Henegement  end  Budget  le  revlelng  OKB  Clrculer  A-3.  the  perma- 
nent procedure  for  the  govemment-vlde  review  of  publlcetlone. 
When  the  clrculer  le  revleed,  0MB  plene  to  eeteblleh  new  publlce- 
tlon  elimination  and  coet  reduction  goele  for  the  remaining  9,000 
publlcetlone  In  the  government  Inventory  of  15,900  publlcetlone. 
(Office  of  Manegement  end  Budget,  Second  Annuel  Report  on  Ellml- 
netlone, Coneolldetlone,  end  Coet  Reductlone  of  Covernmcnt  PubTl- 
cetlone,  releeeed  on  Jenuery  6.  19B4.        '  '  


Jenuery 

1984 


A  photogreph  In  the  Weehlngton  Poat  ahowed  Preeldentlel 
couneelor  Edwin  Meeee  m  and  OHB  Deputy  Director  Joecph  Wright 
surrounded  by  treah  begs  etuffed  with  government  dor'iiiente  at  e 
V^ilte  House  brltflng.    The  eccompenylng  etory  eeld: 
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Sinct  rrealdeni  Reagan  took  offlct  thrtt  yeara 
ago,  the  admlnlatratlon  has  ellvlnated  one  of 
every  four  govtrroienC  publlcaClona  than  printed. 
HoBt  of  the«  were  dlatrlbuted  fraa  to  the  public 
by  the  Agriculture  and  Dafanae  dtparCacnta. 

Maeae  ridiculed  Cbe  publicationa,  calling  a 
pamphlet  entitled  "How  to  Confrol  Badbuga,"  for 
exaaple,  a  real  ^*beaCaeller."    But  Che  dooMcd 
publications  included  aeveral  offering  advice 
about  aerioua  aubJecCa,  auch  aa  aolar  energy, 
radioactive  fallout,  incoM  caxea  and  drug  abuaa. 
Maeae  said  thoae  publicationa  ara  being  eliminated 
becauae  the  information  ia  available  alaavhere. 
Eliminating  the  publicationa  vlll  aave  $65  miUion 
annually....    (Pete  Earley,  "U.S.  TighCena  Tourniquet 
on  Flow  of  i'aper,"  Waahington  Poat,  January  7,  1964, 
p.  A5) 

February  For  the  third  year  in  a  row  th«  AdminiatraCion  propoaed  ellmina- 

1984  tion  of  library  grant  programa.    Education  Department  JuaCifica- 

tion  for  the  teroea  indicated  no  n«w  rationale,  but  once  again 
noted  *'the  program*a  paat  auccaaa  at  eatabliahing  the  highaat 
practical  levala  of  acceaa  acroaa  Cha  country  Co  library 
aervicea. . .and  at  developing  model*  of  inCarlibrary  cooperative 
arrangeaenta  Co  aCimulate  further  expanaion  of  Che  concepC."  In 
addition,  "any  further  need  for  training  cf  profeaaional  li- 
brarlana  can  be  met  through  State  and  local  efforta  aa  veil  aa 
fttudent  aid  programa."    In  the  paat  yeara,  Congreas  haa  continued 
to  fund  library  grant  programa.  In  aome  caaea.  at  the  hlghest^ever 
levela.     (Department  of  Education,  The  Fiacal  Year  19fl5  Budget, 
releaaed  February  1,  1984) 

February  The  Adolnlatration^a  FY  1985  budget  request  for  the  Conaumar 

1984  Information  Center  la  $349,000,  a  oiUlon  dollara  leaa  than  the 

FY  1984  appropriation.    The  budget  propoaea  that  one-half  of  CIC'a 
staff  be  redirected  from  traditional  conaumer  Information  activi- 
ties to  undertake  new  rarketing  programa  financed  from  mcreaaed 
user  feea  and  other  chargea.    The  ClC*a  function  la  to  promote 
greater  public  avareneaa  of  exiating  federal  publicationa  through 
distribution  of  the  quarf-rly  "Conaumer  Information  Catalog"  and 
various  media  programs. 

In  Kay.  when  the  House  Appropriatlona  Coamittee  reconmiended 
SI, 149. 000  In  new  budget  authority  for  the  CIC  in  FY  1985,  it  ax- 
preased  concern  that  the  recent  uaer  charge  increaae  haa  aub- 
stantlally  reduced  conaumer  demand  for  publicationa,  vlth  the 
result  that  lover  volume  haa  ralaed  unit  diatributlon  coata. 
Therefore,  the  comlttee  directed  that  the  charge  to  conaunara  not 
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bt  raised  above  it.  current  level  of  $1  ,nd  that  the  CIC  chirge 
other  federal  agenclea  only  the  actual  coat  of  dlatrlbutlng  publl- 
catlooi.     (a.  Rept.  98-803  on  tha  Departntnt  of  Houalng  and  Urban 
Devalop»ent-Independent  Agenclea  Appropriation  Bill,  1985;  May  23, 
1984(  p.  34) 

The  Adflnlatratlon  requested  for  FY  1985  only  $452  .llUon  of  the 
Bill Ion  needed  to  keep  nonprofit  and  other  subaldlxed  postal 
ratea  at  current  lavala.    Under  the  Praaldant^a  propoaal,  a  2-lb 
book  package  mailed  ac  tha  fourth^Uaa  library  rate  fould  In- 
creaaa  froa  the  currant  47c  to  66c,  a  40  percent  Increaae  How- 
ever, the  Houaa  Treamiry-Poatal  S«rVi.ce-Cenaral  Govemsent 
Appropriations  SubcoMlttee,  chaired  by  Rep.  Edward  Roybal  (D-CA), 
reconendcd  $801  million,  tha  full  amnt  needed.    The  full  House 
Appropriations  CoMilttee  approved  that  racomndatlon  June  7  In 
HR  5798;  the  Senate  avbcoMlttee  haa  not  yet  acted.  (Houae 
Treaaury,  Foetal  Service  and  General  CovernMnt  Appropr  let  lone 
Bill,  1985  (H.  Rapt.  98-830)) 

February  Following  the  .Vtalnlatr.tlon's  r.quest  for  substantial  revision. 

^^^^  Freedom  of  Information  Act,  the  Senste  psssed  S.  774  emend* 

ing  the  FOIA.    The  bill  would  provide  incressed  conf Identlsllty 
for  certsln  Isw  enforcement,  privets  buslnsss,  and  sensitive 
personsl  records.    It  promotes  uniform  fss  schedules  among 
agencies  which  could  recover  rsssonable  processing  costs  In  sddl- 
tlon  to  the  current  sesrch  snd  copying  costs,  snd  could  keep  half 
the  fees  to  offsst  costs.    The  public  Interest  fss  wslver  would  be 
clsrlfled.    Many  of  the  substsntlve  and  procedursl  chsnges  pro- 
posed by  ths  3enste  to  the  FCIA  ere  contro-zerslsl.    R«p.  cienn 
English  (D-OK),  Chslr  of  the  House  Government  Operstlons  Subcom- 
mittee on  Government  Information,  Justice,  snd  Agriculture,  hss 
indlcsted  thst  the  Subcommittee  *'must  proceed  very  csrefully  and 
thoughtluHy  In  considering  smendments."    (Februsry  27  Con- 
gresslonal  Record,  pp.  S1794-1822,  snd  "Ststement  of  Re^T^lenn 
English  on  the  Pssssge  by  the  Senate  of  Freedom  of  Information  Act 
Aoendments,*'  News  Relesse  from  the  Houst  Conmlttee  on  Government 
Operstlons,  Februsry  28,  1984) 

February  The  Depsrtmsnt  of  Agriculture  snnounced  thst  It  will  Issue  s 

1984  Request  for  Propossl  (RFP  84«00-R-6)  on  March  15,  seeking  con- 

tractors to  provide    s  computer-bssed  system  to  support  electronic 
dlssemlnstlon  of  "pe^i^hsbls"  dsts  developed  by  USDA  agencies. 
(Februsry  28,  1984,  Comerce  Business  Dally).    Exsmples  of  the 
type  of  dsts  to  be  disseminated  in  the  system  Include:  Market 
Kews  Reports  from  Agriculture]  Msrketlng  Service,  Outlook  snd 
Sltustlon  Reports  from  Economic  Resesrch  Ssrvlce,  Weekly  Export 
Ssles  Reports  froo  Forslgn  Agrlcultursl  Service,  USDA  press  re- 
lesses  STid  crop  production  reports  from  Ststlstlcsl  Reporting 
Services.    Users  ulll  psy  for  the  direct  cost  of  sccesslng  the 
data  from  the  computer-bssed  system.    However,  USDA  doee  not  plan 
to  exert  control  over  the  tees  which  contrsctors  or  sub- 
contractors will  chsrge  the  public  to  sccess  the  on-line  date. 
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Tht  Office  of  H«nageMnC  and  Budget  coneldera  thle  IFF  •  proto- 
Cype  for  Cht  fadtral  govaniMnt'a  dlaCrlbuClon  of  tltccronlc 
data. 

Tlia  Pattnt  and  TradaMrk  Offlea  h«a  algaad  agrtMMnta  with  prlvata 
coapanlia  for  tha  aatoMtlon  of  agancy  racorda  «t  no  coat  to  tht 
governaent.    Oaa  aapact  of  thaat  agrtSMlita  raquirta  tlia  agaacy  to 
dtny  FraadoB  of  Infonatlon  Act  rtqutatt  for  tb«  racorda  in 
autoMtad  fom.    In  a  atatc:Miit  in  tba  Narcli  U  Cottgrtaaional 
Racord  (pp.  H16U-1615),  lap.  Cl«wi  InglUh  (D-OK)  aaMt    la  tha 
•gCQCy  obtaining  aat^leta  at  tha  prlet  of  liaitiag  pobllc  acetaa 
to  aoM  of  Ita  record  if    Tht  Sacurltlta  sad  bchangt  Cowlaalon 
haa  laauad  a  raqutat  for  propoaala  for  a  pilot  ttat  of  an 
alcctronlc  filing,  procaaaing,  and  dlaaaminatlon  ayataa.  Tha 
Federal  Harltlaa  CoMilaalon  la  alao  conaldtring  an  tltctronlc 
filing,  atoragc,  and  rttrlaval  «:;ata«  for  tarlffa. 


March  1984       On  Harch  15,  San.  John  Danforth  (t-HO)  Introductd  S.  2433,  tht 

Scnatt  vtralon  of  the  Faparwork  ladoctlon  Act  A^nd^nta  of  1984. 


Th9  Stnatt  bill  wouH  raqulrt  rtdoclng  tha  papanrark  burdtn  by 
5  parcant  In  aach  of  tht  ntzt  flva  flacal  ytara,  baglnnlng  In 

FY  1984.    (March  15  Congrtaalonal  tacord,  pp.  S2789-2793) 


April  1984       0MB  publlahad  tha  third  and  final  vtralon  of  Ita  controvaralal 


"Ubbylng"  rtvlalon  of  ClrcuUr  A-122,  "Coat  Frinclplaa  for  Mon- 
profit Organltatlona"  In  tht  April  27  Ftdtral  Uglattr.  pp.  18260- 
77.    Hia  rtvlalon  which  la  athadulad  to  go  Into  tfftct  on  May  29, 
1984,  aakaa  unallovablt  tha  uat  of  ftdtral  funda  for  tha  coata 
ataoclattd  vlth  aoat  klnda  of  lobbying  and  political  actlvltlta. 
but  dota  not  rtatrlct  lobbying  or  political  actlvltlta  paid  for 
vlth  non-ftdtral  fundt.    Tht  nav  vartlon  la  atlll  drawing  flra 
froB  aoaa  groupa  and  froa  Maabtra  of  Confraaa  who  conttnd  that  t. 
bookktaplng  rtqulraaant  would  raqulrt  contractora  and  granttta  to 
tell  the  govtmatnt  how  auch  thay  i,>and  on  lobbying  and  Identify 
thoat  coata  ttptrattly  froa  othar  exptnaaa.    (Waahlngton  Poet, 
April  30,  1984) 


April  1984       Tht  Juttict  Dapartaant  concluded  In  an  April  It,  1984  aaaoranduu 


for  the  Counatl  to  tha  Director  of  tht  Office  of  Managtaent  and 
Budget  thet  the  propoetd  regulatlone  publlehtd  by  tha  Joint  Coa- 
mittet  on  Printing  In  Hovaabar  1983  "...ere  etetutorlly  un- 
supported end  conetltutlonally  laptraleelblt."    (Maaorendu«  for 
Michael  J.  Horowitz,  Couneel  to  the  Director,  Offlct  of  Manegaaant 
end  Budget.    Re:  Conetltutlonallty  of  Propoetd  laguletlone  of 
Joint  Coh^ttee  on  Printing  under  Buckley  v.  Velto  end  IIJS  v. 
Chedhe,  April  11,  1984) 

When  tht  Metlonal  Fermtre  Union  recently  eekad  for  e  lletlnc  of 
peyaent-ln-kltid  (PIK)  perticlpente  end  aaounte  of  tht  ?IK  coa- 
Dodltite  they  rtcelved,  the  U.S.  Dapartaant  of  Agriculture  rt- 
epondtd  thet  e  printout  would  coet  $2,284.97,  with  half  of  tht 
aoney  required  up  front.     (Weehlngton  Poet,  Mey  25,  1984,  p.  A21) 
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Thousands  of  govsroMnC  caploycss  srs  currently  bsing  rcquirsd  to 
sign  prspubllcsdon  csnsorshlp  sgrssatnCs  snd  to  subalc  to  lis  ds" 
"cccni  sxMlnsClons  dssplcc  FrssldsnC  ltssssn*s  suspension  of  Cb«se 
con»  rovsrsisl  progrSBs  propossd  in  his  March  1983  Nscionsl 
Security  Decision  DirscCivs  84.    According  to  s  Gensrsl  Accounting 
Office  rsporc  (GAO/NSIAD-84-134)    rslssssd  on  June  U.1984,  evsry 
e^loyes  with  sccsss  to  ssnsitivs  coapsrtaentsd  inforaation  (SCI) 
is  bsing  rsquired  to  sign  s  lifslong  prspublicstioo  csnsorship 
sgreeaent.  Por»  4193.    In  Hsrch  1984.  ths  Fresident  had  proaissd 
Congress  ha  vould  auapand  the  canaorahip  and  polr^raph  proviaiona 
of  hie  directive  for  the  duration  of  thie  eeeeicm  of  Congreee. 
The  Freeideut'e  ceneorehip  contrect  and  For*  4193  are  virtuelly 
identicel.    Since  the  iaeuence  of  Forv  4193  in  1981.  epproxinataly 
156,000  Military  and  civilian  eaployeee  have  been  required  to  aign 
auch  egrecMnte  et  the  Depertaent  of  Defense  elone.    The  GAO  re- 
porte  that  caployeee  in  22  other  federel  egenciee  have  also  eigncd 
theec  egreenente.     (U.S.  Bouee  of  Repreeentetivee*  neve  releeee, 
"GAO  Update  on  Adainietratlon  tie  Detcctor/Ceneorehip  Stetue  Re- 
veele  Reegen  Froalee  of  Suepcneion  Hae  Little  Effect:  Brooke 
Celle  for  End  to  Frogreae,  Prohibition  by  Uw,"  releeeed  June  13, 
1984) 


July  19S4         For  the  firet  tlM  in  45  yeere,  the  Fedetel  Stetieticel  Directory 
hae  been  publiehed  by  e  private  publieher  —  et  nearly  three  tiaei 


the  price.    Freviouely,  the  directory  vaa  crcetcd  by  the  CoMMrce 
Dcpartnant'e  Office  of  Federal  Stetieticel  Folicy  end  Standarde 
and  aold  through  the  Governaent  Frinting  Office.    After  the 
stetieticel  office  wee  treneferred  to  the  Office  of  Menegeaent 
end  Budget,  0MB  killed  the  book  ^e  pert  of  ite  drive  to  ecrep  un- 
neceeeery  publicetione.    When  GPO  eold  the  1979  edition,  the  anat 
recent  eveileble  froa  the  govemaent,  it  cherged  $5.    The  privete 
publieher  hee  updated  the  19^9  vereion,  eddcd  en  index  end 
appendix  and  aet  hie  price  et  $14.95.     ("U.S.  Stetietice  Go  Up  in 
Frivata  Frinting,"  Weehington  Foet.  July  24,  1984) 

Three  yeere  after  the  Reegan  Adainietretion  bcgen  eleehing  the 
budgete  of  federel  atatieticel  egenciee,  the  Generel  Accounting 
Office  baa  concluded  that  aoet  aajor  etudiee  were  not  Jcoperdised, 
In  part  beceuec  the  cute  generelly  have  been  rcetored  by  Congreee. 
According  to  the  report,  "Stetue  of  the  Stetieticel  Coaninity 
After  Sueteining  Budget  Reductione"  (GAO/IMTEC-84*17) ,  the 
Netionel  Canter  for  Education  Stetietice,  eiailar  to  other 
etetieticel  aganciee,  protected  ite  core  eurvey  prograae  when 
budget  cute  were  required.    The  Center  eleo  coneidered  whether 
prograae  were  ncoeeary  beceuee  of  congreee' onel  aandetee  or  be-- 
ceuec  of  Depertaentel  requireaente.    As  e  reeult  of  epplying  theee 
two  criterie,  the  Center  aadc  aoet  of  ite  reductione  in  the  ereee 
of  tcchnicel  eeeietence  to  etetee  end  librery  eervicce.  Frogrea 
initietivce  that  were  put  on  hold  included  obteining  dete  on 
int;;.metional  education  end  aeeeuring  edult  functlonel  literacy. 
(Weehington  Foet.  Auguet  2,  1984) 
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AuKuaC  I98A     The  Dep.rCnenC  of  En.rgy  publlahed  revUed  propo.ed  reguUtlon.  on 
Identification  and  protection  of  unclasalfied  controllad  nuclear 
Information  (UCNI)  in  the  Auguat  3  Federal  Regiatar,  pp.  31236-46. 
DOE  aald  that  the  propoaed  regulatlona  hava  baen  changad  to 
clarify  thair  Intandad  acopa,  with  aevaral  of  the  changaa 
^pacifically  dlracted  at  the  concerna  of  librariana.    "Othar  than 
the  f«ct  that  cartain  docwnta  that,  In  tha  paat,  wild  have  baan 
relaaaed  to  librariaa  no  longar  will  be  ralaaaad  In  tha  future, 
thaaa  ragulationa  have  no  direct  l»pact  on  the  oparation  of  public 
or  univaraity  librariaa."    Tha  broad  acopa  of  DOE'a  April  1983 
propoaal  raiaad  concam  "bout  acceaa  to  information  on  nuclear  re- 
search In  libraries  which  ara  depoaitoriaa  of  DOE  nuclaar 
materiala. 

On  Septtabar  13,  Sandra  Peteraon,  Docu»enta  Librarian  at  Yala 
Uitlveralty,  testified  for  ALA  at  e  DOE  public  heering  on  the 
propoeed  revision.    While  qu«etloning  the  philoeophy  which  ellowe 
en  egency  to  reetrict  ecceee  to  uncleeeified  inforution,  Petereon 
ecknowleoged  DOE'e  conf reesionsl  Bsndste  to  issus  regulstions 
under  section  U8  of  the  Atomic  Ensrgy  Act,  snd  comsndsd  DOE  for 
responding  to  criticism  snd  sdopting  s  rssllstic  spprosch. 

August  1984     On  August  8  the  Joint  to^^Utes  on  Printing  hsid  sn  sU-dsy 

informational  session  st  which  JCP  stsff  snswersd  qusstions  on 
the  revised  drsft  of  ths  "Govsrnment  Printing,  Binding,  snd  Dis- 
tribution Policies  snd  Guldslines"  publlshsd  in  ths  Juns  26 
Congrssslonal  Rscord  (pp.  H7075-78).    The  orlginsl  drsft  revision 
published  In  November  1983,  Intsnded  to  smbrsce  new  tschnologlss 
and  replsce  JCP  mlcromansgemtnt  procedurss  with  oversight  snd 
policy-making  functions,  genersted  hundreds  of  cosoents.    ALA  com- 
mented fsvorsbly  on  both  drsfte,  psrtlculsrly  the  provisions  for 
technologlcsl  change  snd  support  of  the  depository  llbrsry 
progrsm. 

The  JCP  stsff  »xplslned  thst  the  current  JCP  rsgulstlons  wsrs 
now  being  termed  "policies  snd  guidelines"  In  light  of  ths  Suprsms 
Court's  decision  (IWS  v.  Chsdhs,  102  S.  Ct.  2764  <1983))  which 
held  legislative  vetoes  unconstltutionsl  unlsss  pssssd  by  both 
Housss  of  Congrsss  snd  slgnsd  by  the  Presidsnt.    The  Justice  De- 
partment hs8  sdvlsed  ths  Dsfsnse  Dspsrtment  that  It  nssd  not  seek 
JCP  spprovsl  s«  rsqulrsd  undsr  44  U.S.C. ,  Section  501,  bsfore  con- 
ducting printing  sctivltles  outside  ths  Covsrnment  Printing 
Office.    JCP  stsff  dlrsctor  Tom  Rleis  ssid  he  would  ssk  ths 
CooBBlttee  to  hold  hssrlngs  on  Tltls  44  with  sn  "y*  to  rsvlsion, 
but  felt  the  guldelinss  wsrs  nesdsd  ss  "n  Intsrlm  stsp.  JCP's 
Interest  ss  sn  ovsrslght  coi^ittss  wss  in  making  surs  thst  govsm- 
ment  Information  wss  svsilsbls  to  the  public  st  s  fsir  price,  snd 
thst  copies  were  provided  to  dspository  librsriss  ss  rsquired  by 
lav. 

September  The  Postsl  Rste  Commission  recommendsd  on  S-ptembsr  7  postsl  rsts 
1984  Increases  of  10  percsnt  for  1st  clsss  (s  22c  staiq)),  11  percent 

for  3rd  clese  nonprofit.  8  percent  for  the  4th  clese  epeclel  or 
book  rete,  and  e  whopping  21  percent  everege  increeee  for  the  4th 
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1984 


September 

1984 


September 
1984 


class  library  rata.    While  in  aoat  caaaa  tha  U.S.  PoaCal  Service 
had  ra^uaeCed  lar^ar  iocreaaea,  Che  raverae  ia  true  for  Che  li- 
brery  rete.    USPS  raquaatad  12  parcanC;  Che  Foetal  Rate  CoMieeion 
aeid  21  paicent  vee  acceaafiry  to  cover  recent  incraaeed  trene- 
portation  coete  for  tha  librery  reta. 

The  initial  iapact  early  in  1985  would  be  about  a  15  percent 
increeae  in  the  librery  rata  (froa  tha  current  47C  for  e  2-lb. 
peckage  to  54c)»  with  the  everage  21  percent  increaee  (67C  for 
2  Ibe..  up  42  percent  over  the  current  47C)  over  current  rete  eC 
the  end  of  the  phaaed  rate  echedule  for  the  librery  reta  (in  ap* 
proximately  1986).    The  librery  rete  ie  nov  in  Step  14  of  a 
16-atep  phaaed  rate  echedule  leading  up  to  a  reta  «fhlch  raflecta 
the  full  ettributebla  coata  (but  none  of  tha  inatitutional  or 
overhead  coate)  of  the  library  rate  mail.    (Note:    At  ite 
Deceaber  12  meeting,  tha  U.S.  Poatel  Service  Board  of  Govemore 
eccepted  the  Poetel  late  Comiaaion*a  recoHMndad  ratee.    The  new 
retea  will  take  affect  on  February  17,  1985.)    (U.S.  Poetel 
Service,  Neve,  Ganerel  Releeee  Ro.  47,  Decaaber  12»  1984) 

In  e  September  14  letter  to  Donald  Sowle,  Adainletretor  of  0KB* a 
Office  of  Federel  Procureaant  Policy,  12  aaabere  of  Congreee 
eteted  that  **Vhile  ve  believe  that  proper  lapleaentetion  of  the 
A-76  Circuler  can  help  echieve  acre  coet-effective  perforaance  of 
govemaent  ectivitiee,  ve  oppoee  ite  epplicetion  to  librery 
operetiona,  which  are  iaherently  connected  to  the  govemaent'e 
ebility  to  aekc  eound  policy  judgaaanta.*'    Signetoriee  were  Reps. 
ViUiaa  Ford  (D-MI),  Alboate  (D-MI),  Bavkina  (D-CA),  Slaon  (D-lD. 
Dynelly  (D-CA),  Owene  (D-KY),  Baraee  (D-KD),  Schroeder  (D-CO), 
Oekar  (IM)H),  Williaaa  (D-HT),  Brown  (D-CA),  end  Velgren  (D-PA). 

The  Nationel  Aeronautice  end  Spece  Adainletretion  ennounced  on 
September  18  thet  e  New  York  firm  vould  publieh  end  diecribute 
"NaSA  TechBriefe  Journal***  aeving  NASA  $600,000  e  yeer,  enebling 
the  publieher  to  nake  e  profit  celling  ede,  end  perhepe  making 
more  free  copiee  eveileble  to  the  public.    But  the  cheirmen  of  the 
Congreee*  Joint  Coaaittee  on  Printing  declered  MASA*e  egreement 
illegel,  e  violetion  of  Title  44.    A  NASA  lewyer  hee  ieeued  en 
opinion  that  JCP*e  juriediction  eppliee  only  to  publicetione  in- 
tended for  e  goveniaent  eudience,  not  to  *11  publicetione 
containing  goverBaent<-gethered  informetion.    1*^  reeponee,  e  JCP 
ettomey  eeid:    *'Their  interpretetion. . .ie  totally  apecloua. 
Thet  vould  leeve  out  the  lerger  pert  of  the  univeree  of  govern- 
ment publicetione.**    (**Prinr  Dee  Is  Seen  Making  GPO  e  Peperlese 
Tiger,'*  Washington  Post,  Octobsr  2,  1984) 

The  House  Post  Office  end  Civil  Service  Subcommittee  on  Huaen 
Resources,  chsired  by  Rep.  Don  Alboste  (D-HI),  held  oversight 
hearings  ''^ptember  20  snd  23  on  the  inplementstion  of  0MB  Circulsr 
A-76  and  its  effects  on  the  federsl  workforce.    0MB  Circuler  A-76 
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ast:* forth  axacutlva  bruck  policy  oa  tha  ^rfoistaca  "coa- 
■arcUl**  •ctlvitla<  hy  tba  fMBttral  govmMnt.    At  tba 
Saptmbar  25  h«ar&ng»  lay*  Albo«t«  quaaUoaad  Offic«  of  ltanAg«M«t 
and  Bodgat  Daputy  Diractor  JoM^h  li..  Vrlgbtt  Jr.  abovt  the  appro- 
prlatanaaa  of  coBtr«ctins  out  f«4aral  librariaa  «od  Mid  that  QMI 
waa  Nalklng  •  tbln  lloa"  in  incMist  tiM  tntiraty  of  library 
oparattoaa  la  tbair  aaphaaia  on  tvr«lfit  tu>ari»ant  activitiaa  ovar 
to  fcba  privata  aac^or.    1m  him  taatiaoot.  Vrlght  liatad  U  cata- 
loxiaa  of  activitlae  for  productivity  lafrovaMat  atvdy  vlUcb 
fadaral  asaneiaa  vlll  b«  askad  to  coneontrata  oo  la  tba  naar 
futura.    n.ibrariaa"  fall  botvatn  "mH  and  fila"  and 
**laundry  and  dry  claanlns-" 

lap.  Hajor  Oma  (D-VT)  taatifiad  chat  libra*'      ara  ona  of 
tha  fav  profaaaional  fvoctiooa  on  (XO*a  liat  and  llnkad 
contracting  out  affoTta  to  tha  Offlca  of  Faraonscl  Nanagaarit  a 
effort!  to  raclaaaify  and  domgrada  fadaral  librarlana*    la  thinka 
that  both  thaaa  afforta  hanra  o«lnooa  iaplicationa  for  tha  fntnra 
and  for  tba  aga  of  inforMtion« 


October  19S4  ,In  tha  Octobar  I  Fadaral  Hagiatari  p«  38694.  tha  Dapartaant  of 


CoMarca  anoouncad  that  it  intanda  to  conduct  a  coat  coBpariaon  of 
it a  library  and  iaaua  aa  invitation  'or  bida  undar  0MB  Circular 
A-76. 


Octobar  1964    Ov»r  tha  paat  tvo  yaara.  paranta  in  a  booaing  aubdiviaion  In 


Morriaon.  CO.  hava  vatchad  12  naigbborhood  cbildran  dia  of  cancar. 
naart  diaaaaa  or  naningitia.    Anotbar  fiva  cbildran  ara  battling 
cancar  nov.  raaidanta  aay.  ac^'  thara  ara  dotana  of  unaxplainad 
caaaa  of  haart.  brain  and  lung  Jiaaaaa«    Tha  naigbborhood* a  3.000 
raaidanta  arc  biasing  tha  problaa  on  toxic  vaataa  and  dana  ing 
govimnant  balp.    Tha  EnvironMntal  Protaction  Agancy.  aft*,  ra- 
buffing  tha  cltisana  for  aora  than  a  yaar.  racantly  undartook  a 
aariaa  of  aurvaya  to  aaarch  for  toxic  polutanta.    Howtvar.  EPA  haa 
wamad  that  it  aay  lack  tha  funda  to  do  auch  if  it  tuma  out  that 
tha  haalth  problaaa  ataa  froa  toxic  diachargaa  in  tba 
naigbborhood.    A  local  activiat  lacalla  bittarlv  that  EPA  offi- 
ciala  initially  told  raaidanta  that  thay  know  of  no  aitaa  in  tha 
area  that  could  poaa  a  haxard.    With  ona  call  to  tha  U.S.  Gaologi* 
cal  Surrey,  tha  citixana  aacurad  a  aap  ahowlng  that  at  laaat  fiva 
uraniua  aincM  onca  oparatad  in  tha  ioaadlata  vicinity,    "^ou  juat 
|o  to  the  library  and  look  it  up."  tha  local  activiat  ia  quotad  aa 
aay  inc.  Children  Daad  in  *  Cancar  Cluatar*  CcNwnity.** 

Waahington  Poat.  Octobar  4.  1964) 


October  1984    Tha  Countarfcit  Accaaa  Dtvica  and  Coaputar  Fraud  and  Abuaa  Act  c: 


1964.  now  part  of  FL  98^473.  vaa  aiaad  at  coaputar  hackara  but 
could  hava  unintandad  daapaning  affacta  on  tha  public'a  right  to 
know.    Tha  Icgialation  aakaa  it  a  federal  oifanee  to  knowingly  uee 
or  diicloee  inforaation  in  e  govemaent  coaputer  if  the  coaputar 
l9  ecceeeed  without  euthorieetion  or  if  the  ecope  of  euthorixed 
eccree  ia  exc«>«.Jed.     3eoe.  Methiee  (R-ND)  end  Laehy  (D-VT)  pointed 
oul  thet  the  focue  of  the  new  provieion  ie  on  whether  accaee  ie 
authorized,  not  on  whether  the  uee  or  diecloeure  of  inforaation  ie 
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I^tJn^tC  *«  I*"'  not  b.  .bl.  to  b.  r.l....<l  lf%b. 

•uthorlt,  01  .  p..tlcul.r  gov.n».„t  wploy..  to  obtain  It  fro." 
co^ut.r  fll.  »,r.  In  ny  doubt. 

Oe.obT  ,984    F«-«.l^.„cl..  „.  ™bll.hln,  „otlc..  In  th.  Fed.r.l  lU.Ut.r 

cludlng  rr„do«  cf  Infonatlon  Act  r«qt>..t..    Tbt  IncrMr.d  f««. 

.«.rch  .nd  dupllctloB.  but  can  b.  hlsh  irfwn  an  lndl»ldu.l  r.- 
que.t.  InforMtlon  which  mut  b.  r.trln.d  by  co«utIr.  Fo".x- 
«P1..  In  th.  Octobar  29  Fadaral  Ra.latar.  /.  wIm. "h.  O  S 

:  ^"""-^  atanJ.ra  chargaa-'for  .y.t«  utjiulilon 

cL;«I  «^  r     .'i?*'"*        "counting  p.rlod.  Parlph.ral 
r„  «5  o ■IcroflU  procaaalnt 
to  $2,960  par  accounting  parlod  for  Inapactlon  a.rvlce  Jroc.aal^. 

Th.  Offlc.  of  K.n.g«.nt  .od  Mg.t  i„u.<l  Boll.tln  No.  84-17. 
Sup^xe^nt  No.  1    which  provld..  th.  pro-r.t.  r.ducdon  t.ri«. 
n«....ry  for  f.d.r.l  .g.ncl..  to  .chl.v.  th.  aav'.ng.  targ.?. 
apaclfl.d  In  th.  D.flclt  Raductlon  Act  of  198*.    E^ih  cVlll 
«.cutlv.  ...ncl..  cov.r.<l  by  th.  auppl.«nt  haa  a  pro-rata  r.- 
ductlon  targat  of  75.6  parent  for  publlahlng.  prlnilng,  "p«- 
tTMl'nl^  .u«ovl~.l  actlvltUa.    Ih.a  pa^c.'ntai.  ;:ou„?a  to  a 
S347  ,111100  cut  In  printing  and  pubUcatlona  In  1985.    ("0MB  Cta 
S.rlou.  on  Sp.ndlng  Cuta,"  Maahlngton  Poat.  No«.b.r  7,  19M: 

Th.  D.f,„a,  D.part«.nt  l,au.<l  on.  dlr.ctlv.  and  praparad  to  laau. 
..cond  t.,.t  will  r«trlct  th.  r.l.aa.  cf  unclaialf  lad  .nd 

.;«.^    ''t;I  — P""'         o'""  military 

bv  lJrn.f!^  '^'^^       technical  lnfcr«clon  g.n.rat.d 

by  th<  Dcftnaa  D.p»rtm.nt,  military  contractora,  r.a.ar"h 
org.nu.tiona,  unlv.raltl.a  and  anyon.  und.r  contract  to  th. 

I  /I        '""f"  ^-"clala  aaid  that  th.  dlractlvaa  ar.  In- 

II  ,  .  „°/*'*''",  •lllt-rily  ua.ful  t.chm,logy  to  th. 

thlt    h»  «.  -ordad  afbroaSJJ 

nfor^JLn  ^  J"  ..barraaaing 

Information  about  w.apona  parformanc.    DOD  offlciala  aought  to 

tlTV  "l""!"  -ould  b.  ua.,1  to  '"  off 

!r^^i^?f\        """""  "  "  "  hid.  miatakaa  by  pointing 

to  ao.ciflc  proviaion.  forbidding  auch  actlona.    (Wa.hii.Jon  Poif 
Nov.mt«  8,  1984;  N»  York  Tim...  Novamb.r  5  and  B/tSB"? 

^hv.^l!I?*"i  ^"f""""""  Sy""  (CIS),  20  chraical  data  baaaa  with 
^^ncv  "I"'^""''  ""ich  th.  Envlro™,.„tal  Prot.ctlon 

Ag.ncy  (EPA)  haa  op.rat.d  ainc.  1973,  haa  ba.n  tum.d  ov.r  to  prl- 
V  t  T.l       "  P^vlling  any  int.rlm  f.d.ral  funding 

Each  of  the  two  contractora  who  hav.  tak.n  ov.r  th.  data  baa.  ha. 
.  d  f  .r.nt  plan  for  th.  ,y.t«'.  futur..    La.rs  claim  th.?"hi; 
will    put  th.  ayatam  in  chaoa."    Wh.n  th.r.  ar.  two  diff.r.nt  d.t. 
b.,.B.  uaara  will  b.  forc.d  to  aub.crib.  to  both  to  g.t  what  th« 
could  pravioual,         fro.  on.  -  "twlc.  th.  ov.rn.ad'and  tClc^  tL 
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1964 


December 

1984 


December 

1984 


work."    Still  anochar  concarn  la  chat  unprofltabla  but  aclanClfi- 
cally  valuabla  coaponcnta  of  tha  ayaCMi  ara  llktly  Co  ba  droppad* 
A  propoaal  co  «ova  the  ayatra  to  Cha  Haclonal  Library  of  Kadlclna 
galnad  aoae  Congraaalonal  fupporC  buC  vat  noc  conaidtrtd  bafora 
Congreaa  adjournad.    ("EPA  DuMpa  Chemical  DaCa  Syvcta*"  Sclanca 
(Movaaber  16,  l984))  ' 

A  32-paga  raporc  prepared  by  Harvard  Univarelcy  aeeerce  chat 
federel  egenclee  have  greedy  expanded  Cheir  dcMOde  Co  eee 
ecedealc  reeeerch  before  IC  ie  publlehtd»    Officlele  on  oChtr 
caapueee  deecrlbe  Che  reporc  ee  Che  aoeC  co«prthcneivt  cacelog  ye^ 
publlehed  of  reeCrlcCione  on  unlverelcy  reeeerch  chac  Che 
govemaenc  funds*  end  chec  ic  aarka  Che  beginning  of  e  concerced 
cfforc  by  reeeerch  unlvereiciee  CO  roll  beck  euch  reeCrlcClone  In 
Che  Rcegen  AdminiscraClon'e      cond  cerm.    (**CaBpUMe  Feer  Federel 
Concrol  Over  Reeeerch***  Mev  York  Tlaee,  Deceaber  18»  1984) 

The  UnlCed  SCeCee  ceeC  Che  lone  voCe  in  Che  UnlCed  Naclone 
Generel  Aaeeably  egelneC  Che  conCinued  publlceClon  end  expenelon 
of  a  dlrtccory  lleclng  500  poCenCielly  dengeroue  producce  chac  ere 
banned,  reecrlcCed  or  have  felled  Co  win  epprovel  In  eny  ore  of  60 
councrlee.    The  Aaeeably  voCe  vee  147  Co  1,    A  UnlCed  SCeCee 
dtlegace  aeld  Che  Aatrlcen  voce  rcflecCed  Che  Reegen  AdalnleCre- 
don's  belief  Chec  Che  $89,000  cxpendlCure  on  Che  publlceClon  vee 
"veeCeful"  beceuee  Che  Inforaadon  vee  gcncrelly  evelleble 
elsevhere,  elchough  roC  ell  In  one  piece*    Soac  nedone  conCcndcd 
afCer  Che  voCe  CheC  Che  UnlCed  SCeCee  vee  noC  ecnelclvc  Co  their 
need  for  quick,  easy  InformaClon.    A  aeabrr  of  Che  Bangledeeh 
delegation  eeid:    "It  le  very  difflculc  for  developing  counCriee 
Co  <:oIIecC  Chis  infonnaclon  on  their  own." 

The  United  Stetes  voted  egeinet  the  inltiel  pubMcatlon  of  the 
directory  in  19B2  end  hee  since  declined  to  provide  dete  for  It. 
The  I-     Ucetion's  information  about  substencce  banned  or 
rest!      ^d  in  the  United  Stetes  vee  coapilcd  vith  the  help  of  the 
Matur&j.  Reeources  Defense  Council  which  fixed  e  Freedom  of 
Information  request  vich  federel  egenclee  to  obtein  it.  ("U.S. 
Lone  Diaeenter  In  U7-1  Vote  et  U.N.  on  Toxlc-Producte  Book,"  New 
York  Ttaee,  December  19,  1984) 

Tht  Stete  Departnent  ennounced  on  December  19  that  It  will  go 
aheed  with  the  ennounced  wlthdrewel  of  the  United  Stetes  ^roa  the 
United  Netione  Educetionel,  Scientific  end  Culturel  Orgetiizetion 
(UNESCO)  on  Decembtr  31,  ending  38  years  of  aemberehlp.  United 
States  membership  could  be  renewed  if  UTIESCO  aakee  certain  chengee 
in  its  operation,  according  to  e  Stete  Department  spokeeaan. 
(Washington  Post ,  December  20i  1984) 
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WW  HMTPgP  TO  TIC  CIVIL  SOftaCg  STWT  HHP  WOg  W  -nCSE  JCTB? 

Marv  Of  the  profcMlonal*  h«ve  had  to  lamvm  the  9ev«rTmnt/forc«J  out 
o£  «^  nuMLiirmi  to  oth*r  po«itiona  cuUide  ttm  iibraiv 

.   There  hu  teen  no  mov9  to  Kxapt  cBploywt  with       oontrtct-tc  f  im 

Career  opparturltie.  for   iu>r«ri«n.  i/i  the  fader«l  9cwemwnt  hav«  boen  foreclo««l 
»t«M"S  LIWLY  TO  WUTPI  NCK? 


the  *9cnclM   —   '   ^  "  f«»w*l  pnMnoe  In  the  lllnry  .erviaBe  to 

WW'S  OB'S  JBOTTOLI^gOQM.  IN  WJ.  OT  THIS7  WW  Alg  1W  mro  LOWUg  QQ^LS? 

AcW*vw  better  unegi 
t^rede  coet  oontzol 


Achieve  bet«i 
lipffTotSe  ooet  control 
Save  money 

I^n^  productive,  S^J^^IT^lvlty 


Provute  oantiniity  of  «<iewirnl  eervioe  to  docieion  Mkare 
Protect  the  tmiMiaelcn  lu*  of  9(w»<m«nt  eeneiUw 

infowtion  to  9owerTWBnt  mragere  by  Mintamino 

C«leral  control  of  that  liiducja 


WW'S  ng  DimnocE  bcwb«  the  tvc? 

^^t  caiitlon  atout  inf  lictlrg  pemanent  d»e9e  cn  the  federal  llir«y  .y^m  ard  itj  uaar. 

-  danwge  ii*nch  way  not  U>  viaiblc  for  years 

-  dmge  )AMcti  may  prrve  ixrevwy^lo  and  wweraible 

WftT  IS  ABCXTT  TO  WPPO<  WLESS  -Wag  15  SCMC  oaogSSIOWU.  CWPBIOfT? 

Dl«antlin,  of  the  federal  JU^ary  eyta..  end«igeri.^  all  the  puWlc  liirariee.    federal,  .ute  and  local 

Placirt,  the  federal  UxfomaHon  amwnlcatior  nrtwrt  in  the  hand*  of  pirifxt-noUvat.!  private  eector  aairmiM 
loauig    inatltJtional  tnanory 

IncrBaain,  the  vulnerability  of  cur  govemnent  policy  mri«^.  by  the  Ic.  of  camand  of  that  federal  o™ucatlor  lirfc. 
WHO  WnX  BE  THE  L06FRS? 


Federal  users 


the  PvibU 


all  of  Us,     Me  u«  People 
WKr  ME  90ME,OF  THE  IOC  TEW  OOCEQUPas? 


contracting  of  cr^txre  foderal  ,tbr*ri«  thnMt««  the  oonti«.ity  of  e.««tlal  Ix^omstLcr.  service,  to  9ov«m»,  decision 
Se'i^i^'IS^'ortS^Uc^*^"'  ^^^^  ^  '^^-^^^  witt«,t  r^      the  i  i.„«^,cn 


The  degree  of  attentinr  rivrted  m  Al-76  distract*  fron  otJ»r  serious 
inf'jnnatior  wuiigercnt  urtvlar,  user/use  fees,  elactrcmc  data  bank 

WWT  CAM  YOU  DO? 

ReiV'  the  basic  iocvjnents     understand  the  situstioii  and  its  corMquov^ 

Talk  or  wriU  U>  your  Congress  Ion..  1  Rcprcscrtative  or  S«nator  about  .-our  ocncem 

ASK 

'   Why  i.  c»e  onnoBi-ned  about  t>£    "PerfoEm««  of  "rmmicitu  Actlvitlas?" 

-    ShDul(Jn't  we  be  nore  ooncrnwd  aboi.t:     "Perroonanoe  of  Governtwrt  Activities?" 
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A-76  A  LIBRARY  CRISIS 


h-iti        IS  rr? 

h-16  ntia  tc  ■  U   5  Office  of  Hanagmnt  anl  Bi^gtt  policy  CIxcuIat     'ftxtoamnc*  of  CombtcIaI  Actlvltiet  ' 
thl«  CixculAT  bec^  binding  on  all  EMocutlve  8r4nc^  agmvit*  on  Au^t  4#  in  ita  rsvlMd  «diucn  CtC 

ragaxda  it  u  ■  tool  for  —.■wjarTt  in  deteixining  Mhathsr  ttet  CHI  demm  ul— ii:ia1  «ctivitiM  riioLld  tm  perfoond 
vaidar  aontraec  ^th  oowerciai  kutom  or  in-touM  using  Gmuimnt  f«cilitlM  anS  paraonml 

LiJOrary  cperaUora  arp^in  on  the  list  of  m»nnXMi  ocMnuxial  activitie*  Mhidi  includes, e.g  ,  Uundry  and  dry  cleaning 
Wflg'S  THE  issue? 

Are  lilararies  ooMwrcial  actlvltim?       SIvuld  fsderal  libraries  bs  oantractsd  out  to  the  private  asctor? 
VIP< 

Mith  the  etoeption  of  mssfirrfi  fuictiofw,  CM  cuntends  that  federal  lUx-aries  are  not,  9an»rally,  gavttrnwntal.  tharefore, 
they  should  be  contractad  to  the  private  ssctor. 

rmnukL  lomomb'  vm 

0%  is  mirq  h-lt  to  diaMntla  the  f«Ser«X  lUbrary  systSD  Vthout  nQarl  for 

the  policy  infonation  oonUilxitor  rol*  (xwidsd  1^  librarias  to  the  sqency 

the  nsad  for  long  ran^a  continuity  and  cocpotate  —■ory 

ths  risk  to  national  security  of  inftmation  souross  *id  dtanrsls 

wg'S  HMvoKi  TO  rmpw,  lummes  30  rw? 

ttuve  nsjor  fateal  libraries  haw  bsen  contracted  out  in  thair  entirety     the  Heatkpiarters  library  of 

Oepartacnt  of  Dwrgy 
Housing  and  Utbtn  DevslofBcnt 
Dwiroraental  Prctection  A9ency 

At  least  1  major  library  syston  is  now  threatenad  vith  total  contracting 

NQAA  •  Heedqjuartars  LJx^ary  and  a  M^or  fiald  library 

Three  otter  feteral  libraries  -  major  dl««nsions  are  now  on  t^e  ir^ntijry  and  appear  to  be  urgryed 

(Ver  100  other  libraries  -  nuny  of  thm  in  the  Departwnt  of  Defense  -  have  ^ipearad  m  the  Cuuneiue  ftiainess  Daily  notices 
as  under  twviov.  tncng  than  are 

Offioe  of  Personnel  Managvaent 
Aqrlcultursl  Meaeardi  Senrioe 

In  the  contracU  wsntod  ao  far.  the  award  was  made  on       basis  of  the  lowest  oost  bid 

WCT  WWE  THE  mB<Ai.  mwAioAMS  pag  AacuT  TOis  snwnow? 

opposed  the  inclusion  of  library  cperations  at  the  OB  haaringa.  1993 

fou^t  to  have  the  footnote  statcnant  included  in  A- 76,  citing  the  for  special  ju^pwvt  m  the  case  of  i&aeaich 

libraries  and  research  functiona  in  lihraries 

petitioned  the  Fefcral  Library       Infooaation  Csnter  Conwittee  to  sponKjr  A- 76  ocwrses 
urqed  the  support  of  other  i/fterestad  professional  a^aocLations 
presented  legislative  updates  at  pnrfeMional  society  neetinga 
fomd  an  infonrition  exdwnTs/assistancc  netwilt 

n«vntained  oaaMiicatiom  with  the  Om  Offioe  of  Federal  Pnacurwent  Policy 

sUmtted  M}or  testlSDny  for  the  Ccnqrcssional  Hearings  in  Sqxenfaer,  19S4  on  the  Isploncnt-ition  of  Circular  A-76 
oondicted  by  SutKonaittee  on  Hu!wn  Mesouroes  of  the  Coanittee  on  Poet  Office  and  Civil  Sofvioes.    the  testUnny 
was  based  on  a  risk  analysis  of  Ar74i 

-  acnf>lexity/aaturity  of  the  federal  llbrary/infoiMtion  systas 
~   exiatanoe  of  it>*lt)uee  federal  expertise 

-  secvirity  of  sensitive  infonnatian 

-  oost  knowledfs  ■•  ability  to  forecast  costs 

succeeded  in  having  the  Asarican  Library  Associatinn  pass  two  lesolutiona  ir  196"  urging  appropriate  gcMcrment 
offlcialB  to  rrowe 

-  libraries  fnm  the  CM  list  of  omexciAl  ai  >.ivities 

-  libiArians  frcn  the  non-professional  listing  of  labor  categories  iss  ed      the  Department  of  Labor 

ao  wgg  wwt  the  ;^a«ciES  dome  abcvt  wis  srtwncw7 

DOD  hiis  declared  suiv  of  their  lib-aries,  prinarily  (UO,  as  ovrifii  for  a  5  i>e«r  vjd 

A  few  -  very  few  -  othsr  «jovermont  agencies  have  declared  their  libraries  to  be  an  Inherently  i^wemnsntal  function  and 
tlui.  aKcluded  fioa  Ar76  reviw 

A  few  goverrmant  agencies  havo  found  aiitadniitrat iv«  reaaona  to  exclude  their  1  libraries  frcm  ^-76 

under  10  full  staff 

preeenos  of  handicapped/veteran  staff 
A  Ur^e  nmtxi  ->f  egencios  have  placed  their  libraries  on  the  A-76  study  Int.  stmetunsi  lunpinq  U<fB  in  with  l»<n  maintAnanoe 
and  >'nreh:7use  operationa  in  an  uK^rella  oontract 

A  few  agencies  have  used  A-76  as  an  ewniee  to  ejqiaiJ  current  skbU  oor>tr*:ls  to  inciude  all  library  operationa  without  a 
prior  study  or  ooet  review 
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Mr.  Engush.  I  don't  believe  I  have  any  questions. 
Mr.  Miller. 

Mr.  Miller.  No  questions. 
Mr.  English.  Mr.  Kleczka. 

Mr.  Kleczka.  No  questions.  But  I  think  a  lot  of  the  questions  you 
pose  should  be  answered  before  we  move  full  steam  ahead 
Thank  you  very  much. 

Mr.  Owens.  Again  I  congratulate  the  conamittee.  I  certainly 
would  like  to  work  very  closely  with  you  in  any  way  I  can. 

Mr.  English.  Thank  you  very  much.  We  appreciate  your  coming 
here  today  and  giving  us  your  time.  We  appreciate  that. 

Next  we  wUl  have  another  panel.  We  will  hear  from  Francis  J. 
Buckley,  Jr  .  who  is  assistant  director  for  technical  services  with  the 
Detroit  Public  Library  in  Detroit,  MI  accompanied,  I  beUeve,  by  Eileen 
Cooke,  who  is  the  deputy  director  of  the  Washington  office,  American 
Library  Association.  They  will  be  representing  the  American  Library 
Association.  Joseph  Duncan,  it»  the  corporate  economist  and  chief 
statistician.  Dun  &  Bradstreet,  accompanied  jy  Robt  rt  Willard.  They 
will  be  representing  the  Information  Industry  Association 

We  start  off  with  Mr.  Buckley. 

STATEMENT  OF  FRANCIS  J.  BUCKLEY,  JR.,  ASSISTANT  DIRECTOR 
FOR  TECHNICAL  SERVICES,  DETROIT  PUBLIC  LIBRARY,  AC 
COMPANIED  BY  EILEEN  COOKE,  DEPUTY  DIRECTOR,  WASH- 
INGTON OFFICE,  AMERICAN  LIBRARY  ASSOCLiTlON 
Mr.  Buckley.  Thank  you  very  much,  Mr.  Chairman. 
Mr.  Engush.  Before  you  start,  I  want  to  tell  our  witnesses  again, 
as  1  stated  this  afternoon,  that  if  you  care  to  summarize  your  testi- 
mony, without  objection,  your  full  and  written  testimony  will  be 
made  part  of  the  record. 

Mr.  Buckley.  I  would  indeed  prefer  to  do  that.  I  submitted  a 
tairly  lengthy  statement  and  I  would  like  to  just  call  attention  to 
some  of  the  highlights  of  that  statement. 

With  me,  as  mentioned,  is  Eileen  Cook.  Urector  of  th<i  American 
Library  Association,  Washington  offic 

I  Mn  very  pleased  tc  be  here  on  bel.  lembers  of  the  Ameri- 

can Libra^  Association.  I  appreciate  the  opportunity  to  comment 
on  the  intormation  policy  questions  that  are  raised  by  proposed 
federal  electronic  data  collection  and  dissemination  systems,  and 
by  the  proposed  Office  of  Management  and  Budget  policy  circular 
on  management  of  Federal  information  resources  which  aoDeared 
in  the  March  15  Federal  Register. 

Librarians  throughout  the  Nation  seek  and  use  government  in- 
tormation not  for  their  own  purposes,  but  as  intermediaries  for  the 
public.  This  role,  m  turn,  leads  to  an  awareness  on  the  librarian's 
part  of  the  diverse  interests,  information  needs,  and  expectations  of 
the  public. 

There  are  over  100,000  libraries  in  the  United  States,  about  1,400 
ot  which  are  depository  libraries.  Nearly  all  of  these  libraries, 
whether  serving  elementary  school  children,  university  scholars,  or 
business  and  industry,  rely  to  some  degree  on  the  ability  to  access 
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government  information  through  free  distribution  programs  or  pur- 
chase. 

Widely  accessible  and  low-cost  government  information  stimu- 
lates economic,  educational,  scientific,  and  technical  development 
in  areas  ranging  from  agriculture  and  art,  to  solar  energy,  space 
technology,  and  zoology,  while  also  making  the  American  people 
aware  of  the  activities  of  their  Government. 

Paradoxically,  the  policies  proposed  will  sharply  reduce  the  Gov- 
ernment's efforts  to  collect  and  disseminate  imormation  to  the 
public  and  accelerate  the  current  trend  toward  commercialization 
and  privatization  of  government  information. 

There  is  no  effort  to  ensure  equal,  ready  access  to  government 
information  for  all  citizens. 

Indeed,  the  circular  proposes  to  narrowly  define  "access  to  infor- 
mation" as  "the  function  of  providing  members  of  the  public,  upon 
their  request,  the  Government  information  to  which  they  are  enti- 
tled under  law."  Public  access  woi^ld  be  provided  consent  with 
the  Freedom  of  Information  Act,  which  can  be  complex,  time<on- 
suming,  and  expensive. 

According  to  the  proposed  circular,  agencies  shall  "create  or  col- 
lect only  tl^t  information  necessary  to  achieve  agency  mission  ob- 
jectives and  only  after  planning  for  its  processing,  transmission, 
dissemination,  use,  storage,  and  disposition."  The  studies  that  are 
proposed  seem  extremely  burdensome. 

Cfne  criteria  proposed  is  that  "the  public  and  private  benefits  de- 
rived from  government  information  must  exceed  the  public  and 
private  costs  of  the  information." 

There  are  no  tests  or  measures  proposed,  or  any  that  I  am  aware 
of,  which  would  ensure  an  accurate  or  exact  quantification  of  "the 
public  and  private  benefits  derived  from  government  information'* 
without  commissioning  a  mcgor  research  project  for  each  informa- 
tion  product  or  service. 

Currently,  0MB  is  imposing  adtninistrative  budget  cuts  on  agen- 
cies which  are  forcing  reductions  in  publication  programs  without 
adequate  consideration  of  the  utility  of  the  information  in  meeting 
the  agency's  mission  and  in  serving  the  public  interest. 

For  example,  the  Bureau  of  Labor  Stetistics^  is  being  forced, 
among  other  cuts,  to  reduce  the  Monthly  Labor  Review  to  a  quar- 
terly publication. 

Approximately  1,000  depository  libraries  and  about  12,000  sub- 
scribing individuals,  organizations,  and  nondepository  libraries  will 
have  less  access  to  current  stetistics  on  consumer  price  indexes, 
employment,  unemployment,  productivity,  et  cetera. 

There  should  be  a  public  review  process  to  collect  public  concerns 
regarding  proposed  eliminations  of  government  publications.  The 
association  recommends  that  all  proposed  reductions  be  listed  in 
the  Federal  Register  for  comment. 

Agencies  are  also  encour'^^ed  in  the  draft  circular  to  place  maxi- 
mum feasible  reliance  on  the  private  sector  to  satisfy  information 
needs  and  to  disseminate  information  products  and  services. 

Agencv  dissemination  is  to  be  restricted  to  onW  that  required  by 
law  or  that  essential  to  the  agency's  mission  if^  the  products  and 
services  do  not  duplicate  those  provided  either  by  other  govern- 
ment or  private  sector  organizations,  or  those  that  could  reason- 
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ably  be  expected  to  be  pro\ided  in  the  absence  of  agency  diasemina- 

These  complex  and  restrictive  policies  will  inhibit  diaeemination 
ot  Bovernment  information  to  libraries,  to  the  tax-paying  public, 
•1  u*.-  Government  itself.  The  philoeopny  that  other  sources  of 
avaUabihty  for  the  information  should  suffice  to  accomplish  both 
the  Oovemment  s  responsibility  to  provide  public  access  to  govern- 
ment mformation  and  the  citizen's  right  to  equality  of  access  to  in- 
formation 16  not  always  supported  by  actual  instances. 

For  exanple,  the  Merit  Systems  Protection  Board  announced  in 
the  March  4,  1985,  Federal  Register  that  it  will  no  longer  publish 
the  full  text  of  its  decisions  in  bound  volumes,  but  referred  users  to 
pnvate  sector  sources  for  MSPB  decisions.  The  bound  volumes  in 
the  past  tove  been  provided  at  no  charge  to  472  depository  librar- 
ies, including  37  Federal  libraries.  j  t«,iox 

In  addition,  500  to  1,000  Mpies  of  the  volumes  have  been  sold  by 
the  Government  Printing  Office  at  a  cost  of  approximately  $55  per 
"IS  Federal  Ranster  notice  listed  four  private  publishers 
which  offer  the  MSPB  decisions  in  various  formats— bound  vol- 
umes, looseleaf  services,  and  microfiche— not  all  of  which  include 
the  complete  decisions,  at  prices  ranging  from  $250  to  $498  oer 
year.  *^ 

Discontinuation  of  publication  by  the  Government  removes  the 
Item  from  the  Depository  Library  program,  the  GPO  sales  program, 
and  inhibits  public  access  to  the  decisions.  Few  depository  libraries 
or  citizens  will  be  subscribing  at  those  prices. 

The  cost  to  the  Government  itself  for  one  copy  of  the  MSPB  deci- 
sions for  each  of  the  Federal  libraries  which  are  currently  deposito- 
ry recipients  could  be  over  $18,000.  The  Joint  Ck)mmittee  on  Print- 
mg  is  discussing  the  ramifications  of  this  decision  with  the  Merit 
Systems  Protection  Board  staff. 

OMB's  proposed  circular  states  "a  general  predisposition  to  use 
up-toKiate  mformation  technology  to  manage  Federal  information 
resources. 

Although  the  draft  says  that  "agencies  should  ensure  that  access 
IS  provided  to  each  class  of  users  upon  reasonable  terms,"  and  the 
supplementary  matenal  indicates  that  they  should  "avoid  problems 
ansmg  from  monopolistic  control,"  no  guidelines  are  provided  to 
agencies  on  how  to  implement  this  policy  nor  are  agencies  told 
what  are  acceptable  ways  to  prevent  contractors  functioning  as  sole 
suppliers  from  exercising  monopolistic  controls  in  ways  that  defeat 
the  agencies  information  obligations. 

The  present  programs  for  di^mination  of  printed  government 
information  products  for  public  access,  while  not  as  coordinated 
and  efficient  as  one  would  wish,  do  offer  a  model  for  meeting  gov- 
ernment, public,  and  private  interests  in  Federal  information. 

The  program  now  distributes  copies  of  unclassified  government 
documents  of  public  interest  and  educational  value  in  paper  copy 
or  microfiche  to  nearly  1,400  designated  libraries.  Public,  academic, 
htate,  and  Federal  libraries  strve  as  depositories.  At  least  one  De- 
poDitory  Library  is  located  in  each  of  the  435  congressional  dis- 
tricts. 

-.oP'w?^®^^®  number  of  libraries  receiving  hardcover  items  is 
40U.  Microfiche  items  are  selected  by  an  averajre  of  410  libraries. 
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Certainly  this  is  not  overwhelming  or  excemive  distribution  of  doc- 
uments given  the  size  and  popxUation  of  the  United  States. 

To  complement  the  depository  dissemination^  the  Government 
Printing  Office,  the  National  Technical  Information  Service,  and 
various  F^eral  information  centers  offer  nonprofit  sales  programs 
which  recover  the  cost  of  duplication  and  dissemination  to  individ- 
uals or  organizations. 

Leu9t,  private  sector  publishers  play  a  vital  role  in  the  process  by 
repackaging,  adding  value  by  supplementing  the  information  or 
remdexing,  and  by  marketing  noncopyright^  Government  infor- 
mation to  reach  the  wid^  possible  aumence. 

TUs  diversity  of  channels  for  the  dissemination  of  Government 
information  in  hard  copy  must  be  maintained  to  achieve  equal  and 
ready  access  to  such  information  for  all  Americans. 

The  same  principles  should  be  applied  to  Government  informa- 
tion in  electronic  Hies  There  is  an  accelerating  tendency  of  Federal 
agencies  to  use  computer  and  telecommunications  teclmologies  for 
data  collection,  storage,  retrieval,  and  dissemination. 

The  American  Library  Association  has  requested  programs  for 
free  public  access  to  Government  publications  in  all  formats,  inter- 
preting chapter  19,  title  44,  United  States  Code,  in  a  broad  sense  in 
light  of  new  technological  ways  of  publishing. 

The  Joint  Committee  on  Printing  appointed  an  ad  hoc  committee 
to  evaluate  the  feasibility  and  desirability  of  providing  such  access. 
The  ad  hoc  committee,  supported  the  princude  that  the  Federal 
Government  should  provide  access  to  Federal  information  in  elec- 
tronic form  through  the  depository  system. 

The  committee  deemed  it  is  technologically  feasible  to  and  rec- 
ommended that  the  economic  feasibility  be  investigated  through 
pilot  projects. 

Procrams  such  as  the  proposed  Security  and  Exchange  Commis- 
sion [SEC]  electronic  data  gathering,  analysis,  and  retrieval  system 
offer  potential  for  various  levels  of  dissemination  not  available 
heretofore.  A  base  level  of  free  public  access  to  this  Federal  elec- 
tronic data  base  would  be  feasible  via  depository  library  sites. 

In  conclusion,  the  American  Library  Association  is  concerned 
abou^  equal  and  ready  access  to  Government  information  in  all  for- 
mats for  the  American  public.  OMB's  recent  bud^t  cuts,  the  pro- 
posed circular,  and  the  SEC  EDGAR  project  all  place  emphasiB  on 
the  private  sector  for  information  collection  and  aissemination. 

There  is  little  regard  for  the  information  needs  of  the  average 
citizen,  who  cannot  Duy  all  the  products  containing  all  the  Govern- 
ment information  they  may  need. 

Further  cuts  in  data  collection,  publishing,  and  information  dis- 
semination programs  "hould  be  halted  untu  all  the  issues  can  be 
fully  explored  and  a  public  review  process  implemented. 

The  0MB  draft  policy  circular  should  be  revised  to  clearlj^  spell 
out  dissemination  required  by  law  through  the  Depository  Library 
Program,  and  to  provide  more  balance  between  public  and  private 
sector  interests. 
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Gove-nment  information  is  a  pubUc  resources  which  should  be 
disseminated  and  accessible  via  libraries,  agencies  dissemination, 
public  and  private  sales  programs,  and  other  channels. 

ihank  you  very  much. 
Mr.  English.  Thank  you  very  much,  Mr.  Buckley. 
[The  prepared  statement  of  Mr.  Buckley  follows:] 
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Statement  of 
Francis  J.  Buckley,  Jr. 
Assistant  Director  for  Technical  Services 
Detroit  Public  Library 


before  the 


House  Government  Operations  Connittee 
Subcommittee  on  Government  Information,  Justice  and  Agriculture 


on 


The  Office  of  Management  and  Budget  Proposed  Circular 
on  Management  of  Federal  Information  Resources 


April  29»  1985 


My  name  is  Francis  J.  Buckley,  Jr.     I  am  the  Assistant  Director  for 
Technical  Services  at  the  Detroit  Public  Library  which  has  been  a  deposi- 
tory library  since  1868,  and  thus  a  center  for  public  access  to  government 
information. 

I  am  pleased  to  appear  on  behalf  of  the  members  of  the  American  Library 
Association.    Nearly  AO, 000  librarians,  library  trustees,  educators,  and 
other  iiiformation  professionals  dedicated  to  the  improvement  of  library 
services  for  all  citizens  ere  members  of  the  American  Library  Association. 
I  am  currently  serving  on  the  Association's  policy-setting    Council  and  I 
am  the  Chairperson  of  an  Ad  Hoc  Committee  established  to  form  a  Coalition 
on  Government  Information.    I  am  also  a  past  chairperson  of  the  Associa- 
tion's Government  Documents  Round  Table. 

As  a  member  of  a  prof ^'^^'^ dedicated  to  meeting  Ihe  daily  information 
needs  of  our  nation's  citizens,  I  appreciate  the  opportunit>  to  coument  on 
the  information  policy  questions  that  are  raised  by  proposed  federal 
electronic  data  collection  and  dissemination  systems,  and  by  the  proposed 
Office  of  Management  and  Budget  (0MB)  policy  ^irctlar  on  management  of 
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federal  Information  resources  which  appeared  In  the  March  15,  1985  Federal 
Register. 

In  many  respects  the  concern  of  the  American  library  coaaimnlty  Is  a 
clear  reflection  of  the  public  concern  In  the  Jirea  of  access  co  government 
Information.    Librarians  throughout  the  nation  seek  and  use  government 
Information  not  for  their  own  purposes,  but  as  Intermediaries  for  the 
public.    This  role.  In  turn  leads  to  an  awareness  on  the  librarian's  part 
of  the  diverse  Interests,  Information  needs,  and  expectation!  of  the 
public.     It  Is  because  of  our  Intimate  knowledge  of  the  usefulness  and 
crucial  Importance  of  government  Information,  as  well  as  our  belief  that 
the  citizenry  should  have  ready  access  to  unclassified  Information  of 
public  Interest  or  educational  value,  that  the  American  Library  Association 
has  throughout  Its  history,  taken  an  ar    ve  Interest  In  the  library  and 
Information  activities  of  the  federal  '•jvernment. 

Although  many  of  our  concerns  focus  on  the  Depository  Library  Program 
of  the  Government  Printing  Office,  It  Is  Important  to  note  that  there  are 
over  100,000  libraries  In  the  United  States,  only  1385  of  which  are  deposi- 
tory libraries.    Nearly  all  of  these  libraries,  whether  serving  elementary 
school  children,  university  scholars,  or  business  and  Industry,  rely  to 
some  degree  on  the  ability  to  access  government  Information  through  free 
distribution  or  purchase. 

Because  Information  Is  not  a  consumable  commodity,  making  Its  existence 
widely  known  and  available  reaps  the  greatest  benefit  from  those  dollars 
spent  on  Its  generation.    Widely  accessible  and  low  coat  government  Infor- 
mation stimulates  economic,  educational,  scientific  and  technical  devalop- 
ment  In  areas  ranging  from  agriculture  and  art,  to  solar  anergy,  space 
technology,  and  xoology  while  also  making  the  Amarlcan  peopla  aware  of  the 
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activities  of  their  government.    Demographic  information,  health  research, 

studies  of  social  trends  and  social  problems,  basic  scientific  research, 

and  information  of  use  to  business  and  industry  which  is  collected,  com- 

piled,  or  produced  by  the  federal  government  stimulate  growth  and  develop* 

ment  In  our  society. 

In  the  policy  circular  proposed  by  0MB,  the  federal  government  is 

acknowledged  to  be  "the  largest  single  producer,  consumer,  and  disseminator 

of  information  in  the  United  States."    The  Circular  recognized  that: 

Governmenf  information  is  a  valuable  resource.  It 
is  an  essential  tool  for  managing  the  government's 
operations,  provides  citizens  with  knowledge  of  their 
society,  and  is  a  commodity  with  economic  value  in 
the  marketplace. 

In  addition,  the  proposed  Circular  acknowledged: 

The  open  and  efficient  exchange  of  government 
scientific  and  technical  information,  subject  to 
applicable  national  security  controls  and  pro- 
prietary rights  others  may  have  in  such  informa- 
tion, fosters  excellence  in  scientific  research 
and  development  funds. 

But  paradoxically,  the  policies  proposed  will  sharply  reduce  the 
government's  efforts  to  collect  and  disseminate  information  to  the  public 
and  accelerate  the  current  trend  toward  comDerciallzation  and  privatization 
of  government  infomation.    There  is  no  effort  to  ensure  equal,  ready 
access  to  government  information  for  all  citizens.    Indeed  the  Circular 
proposes  to  narrowly  define  "access  to  information"  as  "the  function  of 
providing  members  of  the  public,  upon  their  request,  the  government  infor- 
mation to  which  they  are  entitled  under  Jaw."    Public  access  would  be 
provided  consistent  with  the  Freedom  of  Information  Act.    Yet  the  American 
Library  Association  has  documented  that  federal  agencies  are  increasing 
fees  to  the  public  for  record  retrieval,  including  FOIA  requests.  Thesa 
fees  can  be  high  when  an  individual  requests  information  which  muet  be 
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retrieved  by  computer.    For  example  In  the  October  29,  198A  Federal 
Register,  the  U.S.  Postal  Service  published  standard  charges  for  system 
utlllratlon  services  which  range  from  $189  to  $1,827  per  hour.  While 
automation  clearly  offers  promises  of  savings  In  government  operations, 
will  public  access  to  government  Information  be  restricted  for  people  who 
cannot  afford  computers  or  cannot  pay  for  computer  time? 

Another  contradictory  example  Is  the  List  of  Endangered  and  Threatened 
Wildlife  and  Plants.    The  U.S.  Fish  and  Wildlife  Service  discontinued  the 
periodic  publication  of  the  list  In  the  Federal  ReRlster,  and  Instead  In 
the  August  17,  1984  Federal  Register  offered  to  supply  copies  of  the 
document  upon  request.     It  Is  apparently  free,  but  none  of  our  patrons  who 
have  written  have  received  a  copy. 

According  to  the  proposed  circular,  agencies  shall  "create  or  collect 
only  that  Infcmatlon  necessary  to  achieve  agency  mission  objectives  and 
only  after  Planning  for  Its  processing,  transmission,  dissemination,  uae, 
storage,  and  disposition."    The  studies  that  are  proposed  seem  extremely 
burdensome.     In  addition  one  of  the  Basic  Considerations  and  Assumptions  Is 
that  "the  public  and  private  beneTlts  derived  from  government  Information 
must  exceed  the  public  and  private  costs  of  the  Information."    There  are  no 
tests  or  measures  proposed,  or  any  that  I  am  aware  of,  which  would  ensure 
an  accurate  or  exact  quantification  of  "the  public  and  private  benefits 
derived  from  government  Information"  without  commissioning  a  major  research 
project  for  each  Information  product  or  service. 

Currently,  0MB  Is  Imposing  administrative  budget  cuts  on  agencies  which 
are  forcing  reductions  In  publication  programs  without  adequate  considera- 
tion of  the  utility  of  the  Information  In  meeting  the  agency*8  mission  and 
In  serving  the  public  Interest.     For  example,  the  Bureau  of  Labor 
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Statistics  i«  b«lng  forced,  anong  other  cutu,  to  reduce  the  Monthly  Labor 
Review  to  a  quarterly  publication  <ind  to  eliminate  the  following  iteaa: 
How  the  Government  Meaauris  Uncaployent>  Qucations  and  Answers  on  Male  and 
Feaalt  Earnings,  A  Profile  on  Black  Workers,  Historical  Suppleaent  to 


Handbook  of  Labor  Statistics,  and  Productivity  and  Manufacturing.  There 
ahould  be  a  pub^'lc  review  process  to  collect  public  concerns  regarding 
proposed  eliminations  of  gov^mipent  publications.    The  Association 
recomnends  that  all  proposed  reductions  be  listed  in  the  Federal  Regiater 
for  consent. 

Agencies  are  also  encouraged  in  the  draft  circular  to  place  naxlmum 
feasible  reliance  on  the  orivate  sector  to  satisfy  infonoation  necde  and  to 
disseminate  information  products  and  services.    Agency  dis6e~iination  is  to 
be  restricted  to  only  that  required  by  law  or  that  •ssentiaj.  Co  the 
agency's  nisslon  if_  the  products  and  services  do  not  duplicate  those 
provided  either  by  other  government  or  private  sector  organizations,  or 
those  that  could  reasonably  be  expected  to  be  provided  in  the  absence  of 
agency  dissemination.    W^ien  these  cor'ltions  are  met,  age^icies  may  disseni- 
nate  government  information  products  in  a  manner  that  reasonably  ensures 
the  information  will  reach  the  public >  in  the  manner  most  cjst  effective 
for  the  government  with  maximum  feasible  reliance  on  I'nZ  private  sector,  so 
as  to  recover  costs  through  user  charges^  and  only  a^eer  establishing 
procedures  for  periodically  reviewing  the  continued  need  for  and  manner  of 
dissemination. 

These  complex  and  restrictive  policies  will  inhibit  dissemination  of 
government  informatior  to  libraries,  to  Lne  tax-paying  public,  and  to  the 
government  itself.    The  philosophy  that  other  sources  of  availability  for 
the  Information  should  suffice  to  accomplish  both  the  ;  j^^ernment * s 
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responsibility  to  provide  access  to  government  information  aud  the  citi- 
zen's right  to  equality  of  access  to  Information  Is  net  always  supported  by 
actual  instances.    For  example,  the  Merit  Systems  Protection  board  an- 
nounced in  the  March       1985  Federal  Register  that  it  will  no  longer 
p    llsh  the  full  text  of  its  declslori  in  bound  volumes,  but  referred  use-- 
to  private  sector  sources  for  >;SPB  decisions.     The  bound  volumes  in  the 
past  uave  br^en  prcvlded  at  no  charge  to  U12  depository  libraries.  Including 
37  federal  librarlet.     In  addition,  500  to  1000  copies  of  the  volumes  hava 
been  sold  bv  the  Government  Princinf  Office  at  a  cost  of  approximately  |55 
per  year.     The  Federal  Register  notice  listed  four  private  publishers  which 
offer  the  MSPB  decisions  in  various  formats  (bound  volumes,  looaeleaf 
services,  and  microfiche),  not  all  ot  which  include  the  complete  decinioiis, 
at  prices  ranging  from  $250  to  $A98  pei  year.    Discontinuation  of  govern- 
ment publication  removes  the  item  from  the  Depository  Library  Program,  tha 
G?0  Sales  Program,  and  inhibits  public  access  to  the  decisions.  Few 
depository  libraries  or  citizens  will  be  subscribing  at  those  prices.  The 

ost  to  the  government  itself  for  one  copy  of  the  MSPB  de.>'Sions  for  each 
of  the  federal  libraries  which  are  currently  depository  recipients  could  be 
over  $18,000.     The  Jo5nt  Committee  on  Printing  is  discussing  the  ramifica- 
tions 01  this  dtcision  with  the  Merit  Systems  Protection  Board  staff. 

in  another  example,  the  former  United  States  Court  of  Claims  published 
Its  "rses  Decided  through  the  Government  Printing  Office-     Copies  were 
therefore  distribureH  to  557  depository  libraries  and  about  300  copies  were 
soJ'l  by  the  Superiaf^nncnt  of  Documents  for  about  $82  in  1982,  ths  la^t 
year  rhey  were  pjMished.     The  reports  of  the  new  United  States  Claims 
Court  are  being  published  commercially  for  $219  for  six  volumes  to  bring 
the  set  up  to  date,  pl-s  an  estimated  $102  per  year  for  future  Issuances. 
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The  naw  Court  Judges  and  Clerk  are  provided  free  copies  by  tha  cooMsrclal 
publisher,  but  the  Court  purchases  coplss  for  Its  own  lit  ary  ^s  aust  all 
other  govemaent  sgsncles,  libraries,  and  the  public. 

C»4B's  proposed  circular  states  "a  gcnerel  predlepoeltlon  to  use 
up-to~date  Information  technology  to  nanaga  federal  Inforaatlon  resources.** 
Although  the  draft  saya  that  "agencies  should  ensure  that  access  is  provid- 
ed to  sa'ch  class  of  users  upon  reasonable  terms,"  end  the  supplement sry 
material  Indicates  that  they  should  "avoid  problems  arising  from 
monopolistic  control."  no  guidelines  are  provided  to  agencies  cn  hov  to 
Implement  this  policy  nor  are  agencies  told  what  are  acceptable  vsys  to 
prevent  ^^contractors  functioning  as  sole  suppliers  for  the  government  to 
exercise  monopolistic  controls  In  ways  thst  defeat  the  sgenclea* 
Information  obligations,  for  example  by  setting  unreasonably  high  prices." 
This  Is  not   *learly  delineated  In  the  circular  and  0MB  does  not  Indicate 
how  It  Is  poing  to  monitor  the  implementation  of  the  circular  to  prevent 
such  abises.    No  standard  is  set  for  determining  "unreaponpbly  high 
prices."    Examples  which  I  have  provided  today  of  private  8t,::or  prices  for 
former  government  publications  Indicate  the  barriers  to  public  access  which 
can  be  created  by  privatizing  government  information. 

The  President  of  the  American  Library  Association,  E.J.  Josey  of  the 
New  York  State  Libraryi  has  stated: 


Nobody  would  deny  the  utility  of  many  of  these 
services  provided  by  the  private  sector,  but  [they] 
are  not  available  to  all  of  the  American  people;  their 
purpose  is  to  yield  a  profit,  and  they  are  designed 
only  for  those  who  can  pay  for  them.    Nor  do  Ihey  have 
any  obligation  to  provide  access  to  all  or  any  In- 
formation; only  that  Information  which  the  suppliers 
deem  profitable  or  potentially  so.    Only  the  preservation 
of  public  services,  publicly  supported,  can  assure 
that  each  Individual  has  equal  and  ready  access  to  in- 
formation, whether  provision  of  that  information  to  that 
Individual  Is  economic  (I.e.,  profitable,  in  private 
sector  terms)  or  not. 
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Tht  preftnt  prograu  for  dlteemlnatlon  or  prlntad  govtrtMnt  InforM- 
tlon  products,  for  public  accass,  whllt  not  at  coordlnatau  and  afflcltnt  aa 
one  *  Jld  wUh,  do  offer  a  aodel  for  aeatlng  governaent,  public,  and 
private  interests  In  federal  luforaatlon.    The  Depository  Library  Program 
as  specified  in  Chapter  19,  Title  UU    U.S.  Code,  provldea  for  the  dis- 
tribution of  Infornatlonal  matter  published  as  an  Individual  document  at 
Government  expense,  or  as  require  -  by  law.    It  began  In  the  mld-nlneteenth 
century  and  vas  essentially  outlined  In  the  Printing  Act       1895.    In  an 
era  of  a  smaller  federal  govc^.ment,  and  when  ink  on  paper  vas  the  only 
aechanlsffl  for  recording  Information,  the  depository  program  operated 
adequately  to  fulfill  the  government's  reaponalblllty  to  Inform  the  public 
about  the  policies  aud  activities  of  the  federal  government.    Iha  program 
now  distributes  copies  of  unclaaslfled  government  documents  of  public 
Interest  and  educationaj  value  In  paper  copy  or  microfiche  to  nearly  1400 
designated  libraries.    Public,  academic,  state,  and  federal  libraries  aerve 
as  depositories.    At  least  ore  Depository  Library  Is  located  In  each  of  the 
435  Congressional  Districts.    These  llbrarlea  receive  publications  Issued 
by  the  Executive,  Judicial,  and  Legislative  branchea  at  no  charge  In  return 
for  maintaining  the  documents  and  providing  free  public  'access.    There  are 
51  Regional  Depositories  (Including  the  Detroit  Public  Library)  which 
receive  and  retain  all  documents.    The  remainder  are  partial  Depositories 
which  select  the  series  of  documents  of  most  Interest  to  their  constitu- 
encies, and  borrow  from  other  depositories  to  fill  requests  for  itemfa  not 
selected.    The  average  number  of  libraries  receiving  hard  covei  lt€'is  Is 
480.    Microfiche  items  are  selected  by  an  average  of  410  libraries. 
Certainly,  this  is  not  overwhelming  or  excessive  distribution  of  documents 
given  the  size  and  population  of  the  United  States. 


Id 


Tht  D«po»itory  Library  Progr««  !•  an  txtrtatly  coBt  ef£*ctiv«  •«ch«iil»« 
for  providing  a  basic  level  of  accts*  to  govamBanC  infaraation  for  tha 
imblic.    Tha  coat  to  the  Govenment  Printing  Office  for  printing  and 
distribution  ia  approxlMcely  124  Billion  dollars,  about  $17,300  per 
depository    Ibrary,  or  ah  'it  lOC  p»r  person  in  tha  United  States.  Other 
govemaant  agencies  help  support  tha  prograai  by  providing  copies  of 
■ateriala  published  other  than  through  GPO.    The  program  is  a  cooperative 
venture  in  wh    h  aany  libraries  inveat  a  great  deal.    At  the  Detroit  Public 
Library,  a  few  years  ago,  a  sample  study  indicated  we  were  spending  over 
$250,000  to  support  puhMc  access  to  the  govemaent  documents. 

To  complement  the  depository  dissemimitlon,  the  Government  Printing 
Office,  f*-!  Nitional  Technical  Information  Service,  and  various  federal 
information  centers  offer  nonprofit  sales  programs  which  recover  the  cost 
of  duplication  and  dissemination  to  individuals  or  organizationa. 

Lastly,  private  sector  publishers  play  a  vital  role  In  the  process  by 
repackaging,  adding  value  by  supplementing  the  information  or  relndexing, 
and  marketing  noncopyrighted  government  Information  to  reach  the  widest 
possible  audi' .  ce. 

This  diversity  of  channels  for  the  dissemination  of  government  informa- 
tion In  hardcopy  m-ist  be  maintained  to  achieve  equal  and  ready  access  to 
such  Informatl'^n  for  all  Americans.     The  same  principles  should  be  applied 
to  government  Infomat'on  In  electronic  files.     There  Is  an  accelerating 
tendency  of  federal  agencies  to  use  computer  and  telecommunications  tech- 
nologies for  data  collection,  storage,  retrieval,  and  dissemination.  Many 
government  publications  ars  being  stored  In  electronic  format  only,  and 
printed  versions  are  being  eliminated.    .  ^ceaa  to  some  government  data 
files  Is  being  provided  via  contractual  arrangementa  with  commercial 
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v^ndora  who  provide  fee  based  search  aervlces,  through  the  sale  or  leaa«  of 
the  tapes  or  discs,  or  vis  provision  of  free  on-line       ess  to  s  dstsbsss 
such  as  the  Patent  Office  syste*  available  to  patent  det^wsltary  libraries. 
The  Aserlcan  Library  Association  has  requested  progrsns  for  free  public 
access  to  govemnent  publications  In  all  fomats,  Interpreting  Title  A4, 
U.S.  Code,  In  a  broad  sense  In  light  of  new  ttchnologlcsl  vsys  of  publish- 
ing.   The  Joint  Connlttee  on  Printing  sppolnted  sn  Ad  Hoc  cOMlttee  to 
evaluate  the  feaalblllty  and  desirability  of  providing  such  access.    Ths  Ad 
Hoc  conmlttee,  composed  of  representatives  of  sxecutlvc  end  Isglalatlve 
branch  agencies,  library  assoclatlona,  and  Industry  asaoclatlona,  aupportsd 
the  principle  that  the  federal  govemaent  should  provide  accsaa  to  fsdsral 
Information  In  electronic  form  through  the  depository  system.    The  comlt- 
tee  deemed  It  Is  technologically  feasible  to  provide  such  sccess,  snd 
recommended  that  the  economic  feasibility  be  Investigated  through  pilot 
projects. 

The  proposed  circular  recogt^  ces  that: 


Programs  such  as  the  proposed  Security  snd  Exchange  Comnlaalon  (SEC) 
Electronic  Data  Gathering,  Anslyele  and  Retrieval  ayatea  offer  potential 
for  various  levels  of  dissemination  not  available  heretofore.    A  baae  Isvsl 
of  free  public  access  to  federal  electronic  data  bases  would  be  fesslbls 
via  depository  library  alt*s. 


The  use  of  up-to-date  Information  technology  offera 
opportunities  to  trprove  the  msn^gemert  of  government 
programs  and  acceas  to,  and  dlaacmlnstlon  of  govern- 
ment Information. 
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In  conclusion,  the  Anerican  Library  Association  is  concerned  about 
equal  and  ready  access  to  govemnent  information  in  all  for*:;JtB  for  the 
Aaarican  public.    0MB 's  recent  budget  cuts,  the  proposed  circular,  and  tha 
SEC  EDGAR  project  all  place  emphasis  on  the  private  sector  for  information 
collection  and  dissemination.    There  is  xittle  regard  for  the  information 
needs  of  the  average  citizen,  who  cannot  buy  all  the  products  containing 
all  the  government  information  they  may  need. 

Further  cuta  in  data  collection,  publishing,  and  information  diasemina- 
tion  programs  should  be  halted   vJtil  sll  the  issues  can  be  fully  explored 
and  a  public  review  procesa  is  implementtd. 

The  0MB  draft  policy  circular  should  be  revised  to  clearly  spall  out 
disseioination  required  by  law  through  the  Depository  Library  Program,  and 
to  provide  more  balance  between  public  and  private  aector  intereata. 
Government  information  is  a  public  reaource  which  ahould  be  disseminated 
and  accessible  via  libraries,  agency  dissemination,  public  and  private 
sales  programs,  and  other  channels. 

From  its  founding,  the  basic  principle  of  American  democracy  has  been 
Infr'-me-i  citir.en  participTion  in  the  running  of  Popular  governmant. 
Freedom  of  speech  and  freedom  of  the  presa  are  only  parts  of  the  larger 
concept.    Open  and  ready  access  to  ideas  and  information  is  essential  to 
enfranchise  citizens  to  full  participation  in  our  society.    ALA  has  follow- 
ed the  development  of  the  proposed   'ircular  with  great  interest  and  re- 
sponded to  0MB *s  request  for  public  comment  in  the  fall  of  1983.  Attached 
is  the  resolution  which  our  Council  passed  summing  up  our  position  on  the 
management  of  federal  information  resources. 
I  will  be  happy  to  answer  any  questions. 
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RESQLL/nCM^BBGAHDINS  OB'S  PROPOSLi  CUCUIAR 


WHDIEAS,    equal  and  ready  aooess  to  unclassifi^  govemwit  infarmtion  anil 
publications  is  a  prijnary  tenet  of  a  free  society?  and 

WitKEAS,    aooess  to  governnent  infonrait    .1  euid  publications  is  essential 
for  an  infonoed  society;  and 

WHEREAS,    cpvemnent  has  a  "e^aonsihility  to  make  available  the  infantatior. 
collected  and  created  by  it;  and 

WHERE3\S,    full  reoovery  of  ooets  attendent  to  the  oollecticn  and  publication  of 
cpvenront  infonnation  will  restrict  access  by  a  segment  of  the 
publicr  and 

WHEREAS,    new  technology  in  infonnaticn  collection  and  dissemination  has  created 
changes  in  traditional  methods  of  aooess;  and 

WHEREAS,    the  Congress  of  the  United  States  has  previously  nandated  free  aooess ' 
to  government  information  through  agency  distr Jtxition  ani 
the  Depository  Library  system?  and 

V«EREAS,    the  Office  of  Management  and  Budget  has  initiated  a  policy  developteit 
process  on  the  collection,  dissemination,  costs,  and  the  role  of  the 
private  sector  in  governnent  infocpation  and  publication  processes; 

THEREFORE  BE  IT  RESOLVED,  that  the  Anerican  Library  Association  reaffirms  that 
there  should  be  equal  and  ready  access  to  data  collected,  oonpilol, 
produced,  and  published  m  any  fomat  by  the  govemroit  of  the  United 
States;  and 

BE  IT  FURIHER  RESOLVED,  that  the  American  Library  Association  urges  OB  to  include 
tij-s  principle  m  the  final  policy  circular  coiceming  Federal  infor- 
nation  nanagenent;  and 

BE  IT  FUimffiR  RESOLVED,  that  t}£  Washington  Office  of  AIA  oontime  to  nomtor  an! 

ocniTunicate  the  Association's  concerns  during  CMB's  policy  developwnt 
process;  and 

BE  IT  FURTHER  RESOLVED,  that  the  Washington  Of tice  inform  aiB  of  the  willii^ness 
of  member  groups  to  assist  in  the  preparation  of  a  policy  circular  on 
Federal  infonration  managerent. 


Adopted  by  the  Oouncil  of  the 
American  Library  Association 
Whshington,  D.C. 
Janiary  11,  1984 
(Oouncil  Document  #31.7) 
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Mr.  English.  Mr.  Duncan. 

STATEMENT  OF  JOSEPH  DUNCAN,  CORPORATE  ECONOMIST  AND 
CHIEF  STATISTICIAN,  DUN  &  BRADSTREET,  ACCOMPANIED  BY 
ROBERT  WILLARD,  INFORMATION  INDUSTRY  ASSOCIATION 

Mr.  Duncan.  Thank  you  very  much.  I  will  take  you  up  on  not 
reading  my  full  statement,  but  adding  it  to  the  record. 

I  would  like  to  add  to  it  a  document  referred  to  in  my  statement 
called  ''Meeting  the  Information  Needs  in  the  New  information 
Age." 

Mr.  Engush.  Without  objection,  that  will  be  made  part  of  the 
record. 

Mr.  Duncan.  It  is  indeed  an  honor  to  have  this  opportunity  to 
offer  viawB  on  the  proposed  0MB  information  policy  statement. 

I  am  accompanied  by  Bob  Willard,  who  is  the  vice  presilent  for 
Government  relations  of  the  Information  Industry  Association,  and 
I  am  speaking  on  behalf  of  that  association. 

In  addition  to  my  background,  as  noted  in  the  formal  presenta- 
tion, I  want  to  underscore  my  personal  professional  interest  in 
these  issues  by  noting  that  I  served  on  the  Public  Sector  Task 
Force  of  the  National  Commission  on  Libraries  and  Information 
Sciences  during  the  period  1980  to  1982,  where  for  2  years  repre- 
sentatives of  Government,  libraries,  information  providers,  and 
hardware  manufacturers  debated  the  issues  that  are  addressed  in 
part  in  the  0MB  circular. 

That  report  I  would  commend  to  this  committee  and  to  all  inter- 
ested parties  because  it  sets  forth  a  number  of  principles  that  were 
fundamentally  agreed  to  unanimously  by  the  diverse  people  that 
debated  the  issues  over  a  long  period  of  time. 

I  might  note  that  at  that  time  I  was  on  the  other  side.  I  was  rep- 
resenting the  Govemmeni  as  a  member  of  the  Department  of  Com- 
merce. I  was  Director  of  the  Office  of  Federal  Statistical  Policy  and 
Standards.  But  my  views  are  no  different  on  the  other  side  of  the 
table. 

The  statement  by  IIA,  I  think,  supports  the  principles  that  were 
outlined  by  the  Public  Sector/Private  Sector  Task  Force  of  the  Li- 
brary Commission,  and  certainly  relates  directly  to  the  principles 
that  are  outlined  in  the  0MB  statement. 

My  formal  statement  does  deal  with  a  number  of  specific  exam- 
ples of  how  there  is  an  inherent  potential  conOict  between  the  Gov- 
ernment and  the  private  sector  in  the  dissemination  of  informa- 
tion. 

I  would  like  to  submit  for  your  consideration  the  view  that  the 
best  and  only  way  to  serve  the  diverse  information  needs  of  society 
is  through  a  free  marketplace  of  information  flow,  where  providers 
and  users  can  relate  through  willingness  to  pay  for  or  support  the 
information  itse'f 

I  think  the  depository  library  represents  an  eloquent  example  of 
that  principle.  Aa^fA  £iqia^Lhv  AfTt^^  there  are 

about  1,400  deposiWrJ^fttWJar  ^^-"^'^^^ 

Trying  to  cope  with  25,000  publications  from  the  Government 
each  yc'^.r,  most  depository  libraries  take  the  view  they  don't  want 
all  that  material  because  they  don't  have  shelf  space  for  it,  and 
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imcroficke  for  the  400  libraries  that  use  it  also  provides  a  difficult 
aoministrative  problem. 

When  you  examine  the  use  of  the  depository  library  as  a  repre- 
sentative of  the  consuming  public,  you  find  that  when  you  get 
down  to  the  item  that  is  200th  most  frequently  used,  only  60  per- 
cent of  the  depository  libraries  agree  on  that  item,  so  quite  clearly 
there  IS  a  diversity  of  interest  in  the  marketplace  of  users  repre- 
sented by  the  depository  librarians  and  their  OHnmunily. 

I  served  in  the  policy  area  tiying  to  deal  with  the  public  stand- 
ards and  when  statistidami  ask  peoole  what  information  they 
want,  you  get  one  of  two  responses:  Eitber  they  want  exactly  what 
they  have  at  the  moment,  which  is  kind  of  a  statistical  approach, 
or  they  want  information  on  everything  conceivad>le  regardless  of 
cost  of  collection  or  dissemination. 

Given  this  diversity,  it  is  the  fundamental  philosophy  of  our 
statement  and  also  the  Public  Sector/Private  Sector  Task  Force 
that  the  marketplace  is  the  place  to  set  the  proper  priorities  for 
what  information  should  be  collected  and  disseminates 

Now,  in  contra^  to  that,  there  is  also  an  important  principle, 
which  is  that  Government  itself  is  by  definition  an  information  ac- 
tn.ty.  Almost  all  Government  activity  revolves  around  informa- 
tion. 

In  fact,  if  you  look  at  the  administrative  costs  of  Government, 
they  £  fundamentally  associated  with  receiving  from  applicants 
for  special  programs  detailed  information  that  in£cates  the  qualifi- 
cations; processing  that  information;  relating  it  to  the  laws  and  the 
standards  that  have  been  established;  and  monitoring  the  informa- 
tion to  see  who  is  using  it  and  how  effective  the  program  is. 

So  -vithouc  question  the  central  role  of  Government  is  an  infor- 
mati    processing  role,  and  indeed  it  should  be. 

The  issue  is,  where  is  the  line  between  the  appropriate  publicly 
suteidized  activity  of  Government,  that  is.  the  tax  dollar-support 
activities;  and  the  marketplace  activities  of  disseminating  informa- 

^J^'^rST^®*"'^  ^^^^  ^  *®  information  that  is  available,  as 
the  SEC  was  talking  about  earlier. 

It  seems  to  me  the  0MB  policy  statement  seeks  to  Jo%ie  a  set  of 
principle  that  outline  the  balance  between  those  tasks  by  requir- 
ing careful  deliberation  on  what  the  costs  and  benefits  are,  what 
the  appropriate  roles  are,  and  what  the  appropriate  options  are. 

Mr  Chairman,  in  your  opening  statement  that  was  for  the 
record  but  not  fiir  -  read,  you  asked  for  specifics.  I  think,  if  you 
look  at  page  2  of  my  testimony,  you  will  see  a  number  of  specific 
cases  waere  that  dividing  line  between  the  pubUc  role  and  the  pri- 
vate role  is  difficult  to  determine. 

I  tWiik  the  illustrations  indicate  that,  in  the  past,  there  was 
probably  a  pendulum  movement  on  the  side  of  too  much  subsidy 
conflicting  with  the  marketplace,  so  that  free  a  decision  process 
does  not  take  place. 

In  conclusion,  it  is  our  position  that  the  key  contribution  of  the 
proposed  circular  is  bringing  together  into  one  place  a  number  of 
diverse  policies  that  have  in  fact  been  around  for  a  long  time,  put- 
ting them  together  m  the  context  of  the  information  era  in  which 
we  hve,  and  providing  an  opportunity  for  the  kind  of  public  debate 
which  you  are  having  today,  and  which  I  certainly  would  support 
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It  should  be  done  very  broadly  over  the  next  several  years,  because 
one  single  decision  is  not  going  tc  set  this  policy;  it  is  going  to  be 
something  that  evolves  over  time. 

I  would  point  out,  for  example,  that  the  issue  of  cost  accounting 
and  er  fees  is  an  area  that  has  only  been  barely  scratched  in  this 
circus.  There  are  a  lot  of  issues  as  to  what  fiill  costs  should  be 
included  before  the  user  fee  is  determined. 

For  example,  is  the  collection  cost  a  part  of  that  full  cost?  Most 
of  the  writing  that  I  have  seen  from  0MB  starts  after  the  informa- 
tion has  been  collected,  yet  both  from  an  agency  point  of  view  as 
well  as  from  a  public  point  of  view,  that  cost  of  collection  is  impor- 
tant. 

You  also  made  a  statement  that  we  have  been  dealing  with 
paper  for  a  long  time  and  paper  is  cheap  and  easy  to  deal  with.  Mr. 
Chairman,  I  would  submit  to  you  that  in  many  respects  electronic 
transfer  of  information  is  even  cheaper  and  will  soon  be  even 
easier. 

Let  me  give  you  an  illustration  of  that.  Ucfortimately,  it  is  not 
addressed  directly  in  the  0MB  circular,  and  illustrates,  I  think,  the 
need  to  sharpen  it  up  in  view  of  rapidly  changing  technology. 

It  is  now  possible  through  digital  technology  to  have  on  a  coir 
pact  disk,  such  as  people  nxe  now  putting  in  their  home  record 
players,  in  effect  50,000  pages  of  information. 

Think  of  how  inexpensive  it  is  to  distribute  50  pages  of  informa- 
tion on  a  disk  that  costs  in  mass  production  between  $5  and  $10 
and  is  easily  accused.  Because  the  digital  process  itself  requires  in- 
dexing the  information  on  the  disk,  it  makes  it  easier  to  access  the 
information.  Furthermore,  the  clarity  of  that  information  on  a 
screen  is  many,  many  times  that  of  the  microfiche  that  we  experi- 
ence today. 

I  would  submit,  Mr.  Chairman,  that  the  cost  of  information  dis- 
semination will  drop  dramatically  in  the  years  ahead.  The  t3rpe  of 
activity  we  see  today  where  the  statistical  abstract  issued  by  the 
private  sector  is  half  the  cost  of  the  statistical  abstract  issued  by 
the  Census  Bureau,  I  think,  is  just  the  beginning  of  a  process  in 
which  marketplace  action  on  information  dissemination  will  lead 
to  wider  public  access  than  we  have  been  able  to  dreson  of  before. 

Thank  you. 

Mr.  Engush.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Duncan,  with  attachment,  fol- 
lows:] 
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DEVELOPM£NT  OF  AN  O.M.B.  POUCY 
ON  FEDERAL  INFORMATION  MANAGEMENT 

Testimony 
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INFORMATION  INDUSTRY  ASSOCIATION 

Before  the 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 
COMMITTEE  ON  GOVERNMENT  OPERATIONS 
SUBCOMMITTEE  ON  GOVERNMENT  INFORMATION,  JUSTICE 
AND  AGRICULTURE 
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^  Good  tfternoon,  Mr.  Chalrmtn.  I  am  Joseph  W. 
Duncan,  Corporate  Economist  and  Chief 
Sututician  for  the  Dun  &  Bradstreet 
Corporation  Before  joining  lAn  &  Bradstreet,  I 
was  the  Chief  SUtitUelan  for  the  Office  of 
Information  and  RefuUtory  Affairs  in  the  Office 
of  Management  and  Budget  and  reaponsible  for 
national  sutlstical  policy.  I  am  Appearing  today 
on  behalf  of  the  Information  Industry  Association 
and  am  aceompanled  by  Robert  S.  WUlard,  OA's 
Vloe  President,  Government  Relations. 

The  Information  Industry  Aaaoeiation  welcomes 
the  opportunity  to  appear  before  this 
Subcommittee  to  share  some  of  our  preliminary 
thoughts  on  the  proposed  policy  Circular  on 
federal  information  management  policy  published 
by  the  Office  of  Management  and  Budget  in  the 
Federal  Registrr  on  March  15  (51  FR  10734). 
The  Information  Industry  AsMciation,  founded  in 
196S,  Is  the  trade  aaaoeiation  reijreaenting  nearly 
400  private  sector  oompaniea  involved  in  all 
aspects  of  the  coUeetion,  atoraget  processing  and 
distribution  of  information  content  in  the 
commarcial  roarlcetplaoe.  Some  of  our  members 
are  engaged  in  the  secondary  publishing  of 
government  documents.  Theae  firms  have 
developed  information  retrieval  services  which 
include  sophisticated  indexing,  abstracting  and 
document  delivery  systems  designed  to  help  users 
to  access  government  documents  and  the 
important  information  they  contain.  Others, 
responding  to  tlMir  understanding  ketplacs 
demand,  have  developed  new  information 
products  and  services  covering  a  whole  r«nge  of 
subjects,  some  of  which  are  included  in 
information  products  and  services  provid«d  by 
the  government.  Therefore,  our  membership  has 
a  great  interest  in  the  information  practices  of 
government  agencies. 

As  we  had  earlier  communicated  to  0MB,  we 
believ  that  the  development  of  such  a  policy 
circular  should  be  one  of  the  Administration^ 
highest  priorities.  Ttie  need  for  policy  attention 
in  tliis  a.  ''a  is  driven  by  the  fact  thAt  the  entire 
information  landscape  is  changing.  Technological 
changes  have  brought  about  an  ever<«xpanding 
number  of  new  users  of  information  products  and 
services  and  the  resultant  marketplace 
considerations  have  led  to  the  development  and 
rapid  growth  of  a  private  lector  information 
services  industry.  While  we  certainly 
acknowledge  that  government  has  long  had  —  and 
wtU  continue  to  have  —  a  host  of  legitimate 


Information  T   ;tion8,  we  also  maintain  that  an 
expanding  portion  of  citizens'  needs  for 
mformation  is  most  beneficially  satisfied  by  the 
private  sector.  The  existence  of  this  industry 
demands  a  careful  reexamination  of  information 
activities  of  the  government  and  the  relationahlp 
of  these  activities  to  those  of  the  private  sector. 

This  reexamination  is  of  critical  importance  in  a 
democratic  form  of  government.  The  ability  of 
our  citizens  to  access  information  about  our 
government  has  a  direct  bearing  on  their 
participation  in  the  democratic  proceas.  Equally 
Important  is  their  aMUty  to  aeeeaa  all  other 
types  of  information,  information  that  has  a 
direct  bearing  on  the  quality  of  life  our  citlxens 
enjoy.  In  both  eaaaa,  the  Information  needs  of 
the  citizens,  wa  believa.  Is  best  met  by  a 
pluraliatic,  competitive  information 
marketplace.  One  of  the  fundamental  goals  of 
information  policy  should  be  the  encour(«gement 
of  such  a  marketplace. 

As  a  first  step,  we  believe,  government 
information  policy  should  be  explicit  and  stable. 
The  Office  of  Information  and  Regulatory  Affairs 
is  the  appropriate  foeua  for  the  development  and 
dissemination  of  such  policy.  While  the  early 
activities  of  OIRA,  foUowii^  the  passage  of  the 
Paperwork  Reduction  Act,  may  have  focused  a 
great  deal  of  energy  on  ragulatory  and 
Information  collection  issues,  we  «re  heartened 
by  the  apparent  broadening  of  attention  to 
information  policy  is:  les  reflected  in  this  draft 
Circular. 

COMPgirnOK  WITH  THH  PKIVATB  8BCTOR 

When  0MB  firtt  announced  its  intention  to 
develop  a  circular  dealing  with  Information 
management  policy,  its  Federal  Register  notice 
provided  a  comprehenaiva  list  of  issues  that  could 
be  Included  in  such  a  f>olicy  document.  One  of 
these,  the  Issue  of  "Competition  with  the  Private 
Sector,"  is  clearly  of  the  greatest  importance  to 
us  and  —  as  you  know    a  subject  we  have 
discussed  before  this  Subcommittee  in  the  past. 
This  issue,  i.e.,  what  effect  government 
information  practices  have  on  the  information 
marketplace  and  the  private  sector  firms  that 
operate  in  that  market,  ax  well    the  issue  of 
User  Fees  (addressed  below),  ore  concerns  that 
have  occupied  HA  since  Its  establishment  in 
1968.  Our  call  for  an  Information  marketplace  in 
which  there  is  fair  competition  is  not  the  special 
pleadings  of  an  affected  industry;  rather  it  is  a 
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ctU  for  poUcy  that  U  In    e  interest  of  the  public 
at  large.  Only  a  marlcetplaee  that  offers 
oonfimitrt  a  divertity  of  choice  of  information 
products  and  lervicea,  both  as  to  content  and 
format,  truly  serves  the  varied  needs  of  our 
diverse  popuUtion.  'Wi  a  market  can  only 
develop  in  an  atmoaplMra  of  unfettered 
eompetltlon. 

CXr  historical  worV  in  the  area  of  fovammant 
oompctiUon  has  led  ui  to  the  davalopment  and 
promulgation  of  a  policy  natament  that  attempts 
to  sum  marlM  our  thinking  on  the  api^ropriate 
roles  of  the  pubUe  and  private  sw^ors  in  the 
creation  and  divemtnation  of  information.  We 
BSic  that  a  copy  of  that  sUtement,  Meetii« 
biformation  Heeds  in  the  fiew  Informatiwn  Age. 
be  included  In  the  record  o^  thfihearli^. 

0MB  hu  ad<keased  the  issue  of  government 
oompetition  in  the  provision  of  information 
prodiicu  and  servieea.  In  a  memo  dated 
September  U,  19»1  from  0MB  Director  David 
Stockman,  and  in  its  1912  and  1983  an.,  ml 
reports  required  by  the  Paperwork  Reduction 
Act,  0MB  has  made  it  clear  ttet  it  is  semitive  to 
the  problem.  However,  none  of  theae  statements 
has  any  "force  of  law"  behind  them,  and  in  the 
absence  of  precise  poUcy,  agencies  are  stiU  able 
to  engage  in  information  activities  that  have  a 
deleterious  effect  on  the  marketplace. 

Wa  are  not  concerned  with  marketplaee 
implications  of  government  activity  strictly  as  a 
hypothetioal  problem.  Over  the  years,  the 
liMiistry  has  dealt  with  a  number  of  government 
initiatives  thet  posed  serious  tlveaU  to  OA 
memt>er  companies.  In  some  eases  we  were  able 
to  have  some  effect  and  to  redirect  the 
government  program  in  e  wey  leas  harmful  to  the 
private  sector,  but  we  have  not  always  been 
successful.  The  following  Is  by  no  meam 
exhaustive  but  it  gives  an  indication  of  some  of 
the  problems.  Moreover,  we  roadUy  acknowledge 
that  each  example  was  far  more  complex,  with 
its  own  degree  of  subUety,  and  that  a  brief 
description  cannot  adequately  convey  the  ful> 
implications  of  any  of  these  examines; 

a  When  the  Oovemment  Printli«  Office 

to  distribute  free  microform  as  an 
altemstive  to  paper  documenU  to 
government  depository  libraries,  the  first 
set  of  titles  offered  was  one  that  had 
already  been  placed  on  the  market  by  a 


private  sector  firm.  Congressional 
Information  Service. 

•  The  Commerce  Department  nffer#d  th«* 
Commerce  Information  Retrieval  Service 
(CIRS),  an  online  search  service  of  private 
sector  databases,  which  competed  directly 
with  Information  brokers,  or  retailers.  Not 
only  were  prices  set  unreclisticaUy  low,  the 
sear<!h  personnel  were  comparatively  lU- 
tralnedi  their  relatively  non-p^vxluctive 
search  resulU  left  first  time  cUentj  with  a 
negative  perception  of  the  value  of  private 
online  databases. 

a  The  Commerce  Department  also  proposed 
to  develop  a  Worldwide  Information  and 
Trade  System  (WITS)  r,r,;oh  would  have 
ofiwred  on  a  global  computer  network  a 
vast  array  of  international  business 
information,  the  overwhelmii^  majority  of 
which  Wis  already  avaUable  'rom  private 
sector  sources. 

•  The  Bureau  of  Ubor  Statiatie«r  in 
responding  to  legitimate  and  reasonable 
requesU  th«^  it  use  electronic  technology 
to  distribute  the  current  economic 
sUMstics  it  traditionaUy  published  in  news 
release  form,  proposed  a  ma*- '  information 
processing  ser/fee  that  would  have  allowed 
non-govamment  users  to  proceas  their  daU 
on  government  provided  computers. 

>  The  Office  of  federal  Register,  efter 
raising  tne  price  of  the  daily  paper  copy  of 
t'v  i^ederal  Register  to  a  level  whieh 
recovered  the  marginal  coat  of  its  printing 
•nd  distribution,  initiated  the  daUy 
productior.  of  a  microform  edition  at  a 
price  about  40%  leas  than  the  paper  copy; 
this  new  format  was  authorised  despite  the 
existence  of  a  half  dozen  private  sector 
publish^ of  the  Federal  Register  in 
microfilm,  including  one,  Capitol  Services, 
Inc.,  which  published  a  dally  microfiche 
edition. 

•  The  National  Technical  Information  Service 
b^gui  the  Journal  Article  Copy  Service,  a 
document  delivery  operttion  that  provided 
photocopies  not  only  of  government 
produced  information,  but  also  private 
sector  journal  items. 
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•  After  announcimr  that  it  would  not  be  able 
to  produce  a  certain  file  based  on  the 
Census,  and  ^fter  a  nrivate  sector  company 
(Donnelly  P'iVketing)  announced  it  woulo 
make  the  reeessary  investment  to  produce 
the  file,  tr«  CensmjL— >hu  reversed  Its 
decision;  it  did  thb  ev       ^ugh  the  private 
sector  company  agreed  to  make  >ta  file 
available  to  the  Ceniua  Bureau  and  the 
entire  federal  government  at  no  cost. 

•  The  Census  Bureau  also  announced  that  it 
was  not  going  to  produce  certain  software 
that  could  be  used  to  process  Census  data. 
A  private  sector  firm  (DUALat»)  was 
established  to  create  the  software,  but  as 
Its  product  was  coming  to  market,  the 
Census  Bu'eau  again  reversed  itseli  and 

m  ade  the  L  of t ware  avcUable.  The  pi  i  /ate 
sector  firm     .t  out  of  business. 

•  The  National  Library  of  Medicine  developed 
a  database  of  bibUogrciphic  records 
predom.  ^antly  based  on  journal  articles 
published  by  the  private  sector,  and  for  six 
years  /  charged  all  users  a  maximum  fee  of 
$1S  an  h^ur,  far  below  Ihe  pricoa  private 
sector  vendors  would  have  to  charge  for  the 
same  proxiuct.  This  charge  was  recently 
increased  to  a  maximum  of  $22  an  hour 
which,  It  is  claimed,  recovers  the  cost  of 
accessing  the  system,  but  does  not  recover 
any  of  the  costs  of  creating  the 
informat'on. 

•  The  Nafoaal  Library  of  Medicine  also 
created  a  software  ptclcuge,  the  Integrated 
Library  System,  which  competes  with  the 
products  of  at  least  two  private  sector 
companies  (warner-Eddlson  Associates  and 
C  -nstow  Information  Services).  It  is 
aUe^dd  that  NLM  personnel  approached 
Comstow  PS  potential  purchasers  of  library 
software,  and  after  they  received  detailed 
informatioi) '   the  software's  functionality, 
similar  des.^,.!  featurtss  were  incorporated  in 
ILS. 

The  neeo  to  look  critically  at  this  issue  is  spurred 
boti.  oy  the  tc::hnological  developments  that  lead 
to  an  increasing  amount  of  information  in 
electronic  form  and  by  the  marketplace 
Jevelopmcnts  that  have  given  i"j  an  increasing 
number  of  entrepreneurs  who  are  willing  to  take 
the  ntoessary  risks  to  make  more  and  better 


information  products  and  services  available  to 
the  American  public  and  the  world  marketplace 
as  well. 

It  appears  to  ur  that  the  draft  Circular  is  a 
significant  step  in  addressing  t,e  problem  of 
government  competition.  The  Circular 
recognizes  that  government  is  ft'equently  called 
upon  to  dl-^seminate  information,  but  it  wir  v 
puts  forth  a  serler  of  roisiderat  ^  an  ag«..i  / 
must  review  before  undertaking  dissemination 
program.  Section  8a.(8)  states  th^t  agencies 
shall 

Disseminate  government  information  products 
and  ser/ices  only  wheret 

(a)  Dls^minatiort  is  either  required  by  law, 
or 

(b)  Dissemination  is  eacentiol  to  the 
agency*!  aeoom(di^ng  its  mission,  and  the 
products  or  services  do  riot  duplicate 
similar  presets  or  services  that  are 
already  pro<ded  by  other  government  or 
private  sector  organization?  or  that  could 
reasonably  be  exoected  to  be  provided  by 
them  in  the  absence  of  agency 
dissemination. 

The  Circular  continues  with  a  requiremer'  that 
agency  dissemination  activities,  that  have  passed 
the  foregoing  test,  should  then  be  done  in  a 
manner  that  reaches  the  ri^it  constituency;  is 
cost  effective  and  places  "maximum  feasible 
reliance  on  the  private  sector;"  and  recovers 
C06U,  wher-  appropriate,  in  accordance  with 
0MB  Circular  A-25.  Moreover,  It  calls  for  a 
periodic  review  of  the  continued  need  for  the 
activity. 

P8BE  CHARGES  FOR 

PfFORfA'nOW  PRODUCTS  AMD  8KRV1CB8 
Closely  related  to  the  question  of  competition  is 
the  question  of  xicing.  We  think  It  is  necewary 
to  streoi  that  tfe  fundamental  position  of  the 
Information  Industry  Association  generally  argues 
against  the  government's  offering  commercial 
information  products  and  servicxi.  Many  such 
government  information  activiti  i  are  simply 
inappropriate  and  their  presence  inhibits  the 
creation  and  expansion  of  similar  private  sector 
products  and  services.    In  such  s  context,  the 
reed  for  a  discussion  of  pricing  is  nonexistent. 
However,  we  do  acknowledge  in  our  policy 
statement  that  there  may  be  circumstances  in 
which,  '*as  a  last  resort,"  such  products  and 
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services  may  be  offered.  In  these  situttlons, 
prices  should  be  &«t  carefully  to  diminish 
potential  "competition"  with  the  private  sector. 
According  to  our  poUcy  statement,  "thbt  price 
should,  with  rare  exceptions,  be  sufficient  to 
recover  all  costs  incurred  in  the  development, 
pro<:uction  and  dissemination  of  the  particular 
information  product." 

The  general  requirement  for  Implementli^  user 
fees  comes  from  31  USC  9701,  which  was 
oripnaUy  enacted  as  Title  V  of  the  Independent 
Offices  Appropriation  Act  of  1952.  0MB  policy 
regarding  user  fees  is  contained  in  Circular  A-25 
(September  23,  1959),  which  according  to  the 
Solicitation  of  Public  Comment  is  also  in  the 
process  of  revision.  Circular  A-25  does  not 
specifically  address  information  products  and 
services. 

ft  is  in  the  area  of  cost  recovery  that  the  OIWB 
proposed  Circular  could  be  sharpened.  While  the 
Cu'culv  describes  with  great  precision  the  cost 
recovery  •%)ecU  of  shared  information 
technolot   'acilitles  (Appendix  ID,  u  is  lar  less 
precise  i  i  discussing  what  costs  neei  to  be 
lecovered  from  dissemination  programs.  As 
mentioned  above,  the  Circular  requires  that 
agencies  •Vecover  costs  of  disseminating  th^ 
products  or  services  through  user  charges,  where 
appropriate,  in  accordance  vith  QMB  Circular 
A*25."  However,  as  we  have  pointed  out  to  0MB 
Circular  A>25  is  far  from  precise  in  its 
appbcabllity  to  information  products  and 
services.  Mor«N>ver,  0MB  has  announced  the' 
Circular  A-25  is  under  revision.  Without  Itnowing 
how  it  may  be  redraf '-d,  it  is  Impossible  for  us  to 
comment  on  its  future  applicability. 

We  have  recom    nded  that  0MB  very  carefully 
develop  a  definition  of  "cost"  that  fully 
recognizes  all  the  component  activities  that 
comprise  the  provision  of  an  information  product 
or  service.  In  the  Budget  Reconciliation  Act  of 
1981,  the  U.S.  Senate  adopted  language  that  we 
would  recommend  lor  consideration,  (it  should 
be  printed  out  that  similar  language  was  not 
included  in  ihe  House  version  of  the  Act,  and  the 
Conference  Committee  subsequently  deleted  this 
language.) 

The  term  "full  cost"  includes  the  direct  and 
indirect  costs  (including  overhead),  applying 
generally  accepted  co    ^iccr  nting  principles 
to  the  '  nited  States,  l  ^ipted  with  — 


(i)  the  administrative  and  intellectual 
preparation  of  information  products; 

(ii)  tV  c^eation  and  maintenance  of 
systems  f  v  the  storage,  retrieval  and 
disseminat.'^  of  these  products; 

(ill)  the  storage  and  retrieval  of  these 
products;  and 

(Iv)  the  dissemination  of  these  roducts. 

(This  section  of  the  legislation  otiOt  ^ith  the 
National  Library  of  Medicine  and  it  describee 
information  products  as  "including  catalogs, 
indexes,  abstracts,  citations,  bibliographies,  or 
associated  document  delivery.") 

CONCLUglGW 

"nie  Office  of  Management  and  Budget  is  to  be 
commended  for  its  efforts  in  implem*  Mng  its 
mformation  policy  functions  under  the  .  aperw^rk 
ile<»',ition  Act.  The  Information  Industry 
Association  is  grateful  for  the  opport'jnity  to 
•hare  its  views  on  this  subject.  It  is  our  intention 
to  fUe  a  statement  with  0MB  before  the  end  of 
the  60-day  comment  period.  If  It  .yould  be  useful 
to  the  Subcommittee,  we  would  be  ^>d  to 
provide  a  copy  of  this  statement  for  inclusion  in 
the  record  of  this  hea.'lng.  Ai  this  point,  it  would 
be  my  pleasure  to  answer  any  questions  you 
might  have. 


Information  Industry  Association 
3' 6  Pennsylvania  Avenue,  SE  ;4P0 
Washington,  DC  20003 
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INTRODaCTION 


For  its  nearly  17  year  histoiy,  the  Information  Industry 
Association  has  had  an  active  effective  i^overnment 
lelations  program,  which  has  brought  IIA  members 
together  tc  voi^^e  their  opinion  and  make  a  difference. 

Veiy  often  the  issue  that  united  us  invoh^ed  detennining 
the  appropriate  roles  for  govemment  and  private  sector 
interests  in  the  pro/ision  of  information  products  and 
services.  Over  the  years,  IIA  has  sought  to  curb  the 
growth  and  avert  the  start  of  govemment  information 
activities  that  we  felt  were  more  appropriately  performed 
by  the  market  driven  private  sector;  we  also  strongly 
called  for  the  use  of  private  sector  contractors  to 
perform  government  information  activities  that  the 
market  would  not  support. 

>n  1983,  it  became  obvious  that  IIA  needed  a  basic 
statement  of  principle  conceming  the  appropriate 
roles  of  the  private  and  public  sectors  that  sought  to 
explain  cleariy  why  IIA  was  concerned  about  govern- 
ment information  activities.  A  small  task  force  spent 
countless  hours  summarizing  the  many  phik>sophical 
arguments  that  the  industry  had  developed  over  the 
years  into  a  single  document,  a  position  paper  that 
neatly  captures  the  most  important  aspects  of  this 
issue.  The  paper  was  approved  by  our  Public  Policy  & 
Government  Relations  Council  and  the  IIA  Board  of 
Directors.  It  is  now  in  its  second  printing. 

I  am  pleased  to  provide  a  copy  of  this  major  state- 
ment for  distribution  to  policy  makers  in  the  govern- 
ment a.id  other  interested  people.  We  will  continue  to 
seek  wide  support  in  attempting  to  get  the  principles 
in  the  position  paper  Incorporated  into  our  national 
policy. 
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I  want  to  express  my  heartfelt  appreciation  to  all  the  IIA 
members  who  worlced  to  make  this  statement  a  reality, 
not  onN  those  who  participated  in  the  drafting,  but 
those  whose  tireless  efforts  over  the  past  17  years  have 
breathed  life  into  this  funduinental  statement  of 
phOosophy. 


Paul  G.  Zurkowski 

I^esident 


April,  1985 
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Meeting  Information  Needs 
in  the 
New  Information  Age 


The  world  has  entered  a  new  age,  the  age  of 
information.  Fostered  by  the  explosive 
development  of  computer  and 
viommunications  technology,  information  is 
compiled,  stored,  processed  and  distributed  in  ways 
undreamed  of  a  lew  years  ago.  The  information 
revolution  has  replaced  the  industrial  revolution  as 
the  moving  force  in  transforming  our  world  and 
reshaping  our  lives. 

The  ultimate  impact  of  this  revolution  —  the 
changes  it  creates  in  how  we  live,  what  we  do, 
where  we  live,  and  how  we  relate  to  one  another  as 
individuals  and  as  nations  —  can  only  be  dimly 
perceived  in  this  threshold  period.  Yet  profound 
changes  are  *aking  place.  If  we  manage  them 
wisely,  they  should  contribute  in  a  major  way  to  the 
economic,  social  and  political  betterment  of  the 
world  in  which  we  live  Important  in  themselves, 
these  changes  in  information  v  apability  may  be 
even  more  imporl:int  to  society  through  the 
multiplier  effect  they  will  have  on  progress  in 
countless  otlier  fields  of  human  endeavor. 
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How  we  let  this  new  world  evolve,  and  the 
controlling  public  policy  that  we  establish, 
can  substantially  affect  the  result.  We 
believe  that  the  cornerstone  of  information  policy 
should  be  primaiy  and  increasing  reliance  on  the 
private  sector  and  the  information  marketplace 
rather  than  on  the  public  sector  for  providing 
information  products  and  services.  Not  only  will 
such  reliance  provide  the  mo5t  effective  response 
to  society's  Jiverse  and  expanding  information 
needs,  but  it  will  also  bring  about  that  result  in  a 
way  that  will  safeguard  and  enhance  essential 
freedoms. 


It  is  not  accidental  that  the  Constitution,  by 
specifically  allowing  "copyrights"  whereby 
authors  receive  exclusive  rights  in  their  works, 
encourages  reliance  on  private  rather  than 
government  efforts  in  creating  and  providing 
information  products  and  services.  Nor  is  it 
accidental  that  the  first  among  the  amendments 
contained  in  the  Bill  of  Rights  of  the  Constitution, 
which  taken  together  provide  the  strongest 
protection  of  individual  liberty  in  human  history, 
stays  the  hand  of  govemment  from  "abridging  the 
Freedom  of  Speech,  or  the  Press,"  or,  to  put  it  in 
toda/s  context,  interfering  with  the  compilation  and 
dissemination  of  information  by  its  citizens.  Indeed, 
the  Rrst  Amendment  might  well  be  called  the 
"information"  amendment. 
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In  today's  world  the  message  of  that  amendment  is 
not  that  govemment  has  to  cease  all  Information 
activities.  Since  the  early  days,  and  generally  with 
useful  purpose,  the  government  has  been  involved 
with  the  creation  and  distribution  of  information 
critical  to  our  national  interest,  and  will  continue  to 
be.  Census  data  and  reports  of  Congressional 
proceedings  are  but  two  examples. 

On  the  other  hand,  in  the  infoimation  world  of 
tomorrow  with  its  radica!ly  new  methods  of  meeting 
society's  information  needs  —  methods  undreamed 
of  200  years  ago  —  the  underlying  premise  of  the 
Rrst  Amendment  surely  means  that  government 
should  not  pl^/  the  dominant  role  in  providing 
Information  nor  a  domineering  roie  in  the  control  of 
information  developed  by  others.  The  two  roles  are 
interrelated.  The  right  of  the  people  will  be  best 
secured  and  the  essential  che'^^icter  of  our  free 
society  more  rigorously  preserved  and  enhanced  if 
the  technology  driven  revolution  is  allowed  to 
develop  with  thtse  principles  kepi  constantly  in 
mind. 

Private  sector  information  capability  is 
expanding  exponentially.  The  competitive 
drive  to  anticipate  and  fulfill  user  needs  is 
Intensifying.  These  needs  are  best  integrated  in  the 
give  and  take  of  the  marketplace. 
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Public  policy  in  this  regard  has  two  elements.  One 
is  the  regulatory  framework  that  government  seeks 
to  impose  on  the  information/communications 
industry.  That  framework  should  be  minimal  and 
receding  as  information  sources  and  methods  of 
distribution  proliferate.  The  other  element  in 
information  policy  is  govemment  invohcment  in  the 
information  marketplace  which  results  in 
"competition''  with  the  private  sector.  Such 
competition  exists  where  govemment  creates  or 
provides  information  products  or  services, 
particularly  enhanced  products  or  services, 
comparable  to  t^iosc  which  have  been  or  could  be 
readily  created  or  provided  by  private  sector 
sources.  This  competition  should  be  minimized; 
that  is,  where  the  private  f  ector  is  meeting  or  can 
meet  an  information  need,  the  government  should 
not  compete. 

Important  at  any  time,  a  recognition  of  this  basic 
principle  is  particularly  vital  today  as  our  society 
moves  through  the  early  stages  of  the  information 
revolution.  The  final  pattern  of  the  informational 
relationship  between  public  and  private  sector  will 
be  s 't  not  by  a  single  sweeping  edict,  but  rather  by 
the  day-to-day  application  of  this  basic  principle  to 
innumerable  and  perhaps  seemingly 
inconsequential  situations  where  competition  has 
arisen  or  may  arise.  There  should  be  an  ongoing 
presumption  in  favor  of  the  prh'dte  sector,  a 
presumption  which  may  be  rebuttable  in  a  limited 
number  of  situations. 
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If  this  principle  Is  consistently  followed  in  the 
innumerable  and  yet  unforeseeable  situations  that 
are  sure  to  arise,  our  information  system  will  be 
strengthened  decision  by  decision,  and  society's 
enjoyment  of  freedom  will  be  st'^adily  enlarged.  The 
peoples'  need  for  information  will  be  more 
effectively  met. 


The  specific  elements  of  a  guiding  policy 
relating  to  public  sector  or  private  sector 
information  competition  should  be  as 
follows: 

I .    Government  should  not  develop  and 
disseminate  new  information  products  or 
services  that  compete  with  those  already 
available  from  or  planned  by,  or  which  could  be 
provided  by,  private  sector  sources.  Nor  should 
new  formats  for  existing  government 
information  products  or  services  be  developed 
by  government  when  private  sector  sources  are 
equipped  to  offer  or  are  already  offering  such 
formats.  Government  information  products  or 
services  currently  being  offered  should  be 
carefully  reviewed  periodically  to  make  sui"* 
that  continued  production  and  dissemination 
serve  a  need  that  still  exists  and  that  is  not 
being  met  or  cannot  be  readily  met  by  private 
sector  sources  and  are  done  in  a  manner  that 
diminishes  potential  "competition"  with  the 
private  sector. 
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2.   Where  there  Is  a  genuine,  demonstrable 
and  critical  need  for  an  information  product  or 
service  not  currently  provided  (or  likely  to  be 
provided)  by  the  private  sector,  government 
should  take  the  following  steps  in  order  of 
pric^*  y: 

Rrst.  encourage  the  private  sector  to  meet 
the  need: 

Second,  provide  secondaiy  inducements 
for  the  private  sector  to  meet  the  need 
through  such  mechanisms  as  subsidies, 
loans,  grants,  tax  credits,  etc.; 

Third,  if  the  private  sector  cannot  fulfill  a 
demonstrable  and  significant  information 
need,  contract  out  to  the  private  sector 
the  development  of  the  needed  product  or 
service; 

Fourth,  when  as  a  last  resort  to  meet  the 
need  the  government  does  produce  such 
an  information  product  or  service,  make  it 
available  in  a  way  and  at  a  price  that 
diminishes  potential  "competition"  with 
the  private  sector.  That  price  should,  with 
rare  exceptions,  be  sufficient  to  recover  all 
costs  incurred  in  the  development, 
production  and  dissemination  of  the 
particular  information  product. 
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3.    All  information  protiucts  or  services 
provided  by  government  should  be  reviewed 
periodically  in  the  light  of  expanding  private 
sector  capabilities  with  a  view  toward,  wherever 
possible,  encouraging  the  private  sector  to 
meet  information  needs  by  becoming  involved 
in  the  production  and  distribution  of  such 
products  and  services* 


If  these  policie:^  are  adopted  nov^  and  carefully 
adhered  to  in  the  years  ahead,  the  information 
society  now  evolving  will  enhance  the  freedom  as 
well  as  contribute  significantly  to  the  economic  well 
being  of  people  everywhere. 
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The  Information  Industiy  Association  represents 
nearfy  400  companies  involved  In  all  aspect^  of  the 
coSection,  storage,  processing  and  distribution  of  in- 
formation content  in  the  commercial  marlcetplace. 
The  Association  was  established  In  1968.  Its  offices 
are  in  Washington,  D.C.,  three  bloclis  from  the  United 
States  Capitol. 


Members 


Aaron/Smith  Associates,  Inc. 
ABC-Clio  Information  Services 
Academic  Press,  Inc. 
Access  Innovations  Inc. 
ADflAX 

Aerospace  Oatabase—AIAA 
Aerospace  Online  (Zlff-Diivts) 
AgrtData  Network 

All  American  Cables  and  Radio,  Inc. 

(rrr) 

Alpha  Systems  Resource 
American  Banker  (Internationa] 

Thomson) 
American  Express  Service 

Establishment  Expansion 
Analysis  Technology,  Inc. 
Aspen  Systems  Corporation 
AT&T 

AT&T  Bell  Laboratories  Library  Network 

AT&T  Communications 

AT&T  Consumer  Products 

A'^&T  In  orriatk>n  Systems  Division 

Au<'.rt>ach  ^ibUshers  Inc.  (international 

Thomsoi ) 
Au  £x  Syf  4  ^s  (Xerox) 
3a  ik  of  Am-.  !cfa  Homi  Banking 

Services 

bjse  *  ne  SYSTEMS  Cor>oratlon 
BiM  C  Howell  Publicatk>n  Products 
Belir^iUth  Corpo  ^tion 
Bern.  Associates,  Limited 
The  Benvlck  Group 
Betawest  Properties,  inc.  (U  S  West) 
Bibliographic  Retrieval  Services 
Biosciences  Information  Service 
DNA  Database  Publishing  Unit 
BNA  Video  Group 
BNA's  Research  &  Special  Projects 
Division 

R.  R.  Bowker  Company  (Xerox) 
Bowne  &  Company 
Brattle  Research  Corporation 
Broad  Run  Enterprises,  Inc. 
(international  Thomson) 


Broadcast  Advertisers  Reports,  Inc. 

BCiC  Infortn«tk>n  Services 

The  Bureau  of  Natk>nal  Affairs,  Inc. 

Burrelle*s  Infonnatfon  Search  Services 

Burson  MarsteOer  New  Communkattons 

Busirtess  Intemattonal  Corporation 

Caiifomia  Database 

CaUaghan  &  Compare  ,<Intematk>nal 

Thomson) 
Cambridge  Research  Institute 
Cambrklge  Scientific  Abstracts 

(Dlsctosure) 
CarroUton  Press,  Inc.  (International 

Thomson) 
CES  Publishing  Corporatton 

(Intemational  Thomson) 
Citibank  Informatk>n  Management 
Citibank  Investor  Services  Technology 

Group 

Clark  Boardman  Company,  Ltd. 

(Intematk)nal  Thomson) 
COADE  (Intematk)iial  Thomson) 
Commodity  News  Sendees,  Inc. 

(Knight-RMder) 
Compucon,  Inc.  (A.C.  Nielsen) 
COMpaSEARCH  Market  &  Social 

Research  Limited 
Comtex  Scientific  Corporation 
Conference  Board  Data  Base 
Congressional  Information  Servke.  Inc. 

(Qsevier) 
Cor  .'latum  Inc. 

CreatK'e  Strategies  Intc  national 

(Business  International) 
Credit  Bureau  (Equlfa::) 
Cuadra  A'^soclates.  Inc. 
Cushman  &  Wakefield,  Inc. 
Li&B  Computing  Services 
Dain  Bosworth  Technology  Group 
DAMAR 

DATA  BASE  GStR  SERVICE 
Data  Cable  Corporation 
Data  Courier  Inc 


o 

ERIC 


.  ,  178 


172 


D.A.r.A.  Inc. 
Ddla  I  asr.  Ine. 
DATAUNI  .  [Ada 

Dala  Re  .(ntrcc^.  Inc.  (McGmw  Mill) 
Dalabasr  AnUi 
Ddlaba^c  SrrvU    ,  Iih  . 
Dalalliic  iiicorpoitfird 
DATAPKt  SS  liK 

Dalapro  Rcncarch  Corp  (McGraw  Mill) 
DATAQUhST  fncorporal.  d 

4(A.C  Nkhcn) 
Dala^olvc  DalAbasic  Infonnallon  Service 
Dalalck  Coq>oralk)ii 
DaIcxI.  iiie. 

Dcfwrnl.  Iiu.  (Inlcrnallonai  Thcmnon; 
Dialconi  Inleriicllonal.  Ine.  (ITT) 
DIALOG  Inforiitallon  Scrvkcn.  Inc. 
Digllal  i.quipnicnt  CorporaUon  Vld^olrx 

Marketing  Group 
LKclo.nure 

W.  Dodge  Dlvhlon  (McGraw  Mill) 
Donnelley  Marketing  Infonnallon 

Servken  (DCH) 
Reuben  H.  Doiinrlley  <DGH) 
Dow  Jonrn  L  Coir,  ny,  Ine. 
Dowden  Coiiinumlcallonn 
Dun  C  Bradnlreel  Cannda  Unilled 
The  Dun  C  Uradntreel  Corporation 
Dun  C  Hrad^tlreel  Cre  111  Servkei 
Duii  C  Hrad^lrrel  Inter nalloiial 
Dun  C  liradstreel  Oprrallonn 
Dun'i  Markeling  Serflce«» 
DuiK^nel 

I  anltiitfii  Piibllnhlng  (Inlernalioi^al 

Thomson) 
The  I  eoimniinl  Public  ulionn  and  Oa^a 

Service n.  USA 
I  IC/diielllfjenee  Inc . 
I  le'  Ironic  Publishing  Co..  Inc . 
I  leelronKlore  Servieesi  Ineorporaled 

(R  K.  D  mi.elley) 
I  hevlei  Science  Publishing  Co..  Inc 
I  Hevler  (J.S  Molding*!.  Inc 
I  rVWONIT-  (COMSAT) 
f  c|ualc>rlal  Coiiunnnlciiilon  S  rvlce^ 
tc|Uifax  Cenlri  foi  litfoMiiaron  HeneAreh 
I  c|ulfax  liic . 

f  ino*iy*il  Allot  Irtlen.  hu 

I  xeerpl<i  Medlni  0  hevirr) 

I  xec  iMlve  Telecom  (liNA) 

I  xpoilr  r'>  I  ncyc  lopdedla  (U^ti) 

I  axon  Nelwork  Servlc  ei 

I  .MD/SVP 

i  INIS  (liank  Markeliny  Ai^ioc  lallon) 

MRS  I  hileinalloi.  *  '*)ip()iit>ion 

I  lislel  Infoiinalioi)         ,ni.  Inc  ((J  S 


llnher  Slevena.  Inc.  (BMA) 

I  ocas  Re^arch  Sysleiiis.  inc.  (DCB> 

hrance  Telecom,  Inc. 

rofil  C  SullWcii,  Inc. 
Gale  Research  Company 
Gannell  New  Media  Servkes.  hic. 
Gartner  Group 
Garvin  lnforinalk)n  Sen  '^-n 
Goulslon  C  Slorrs/Roule  I2C* 
Greenwood  Press  (tl  levler) 
Gregg  CorporaUon 
Groller  RIeclronIc  Publlsl.j.^g.  Inc. 
Group  L  CorporaUon 
GTC  Telenel  Coinmunkallons  Melworlc 

Apptkalk'ns 
GTL  Telenet  national  nccounls 
G.  K.  Mall  C  Co.  (ITT) 
Hallmark  Cards  Vklco  Coiiunurkallonn 
Harris  Eleclronk  N'_ws 
Harris  information  Servkes 
HASTINGS  TECHhiCAL  EOOITIES 
Heallhcare  Infomuatlon  Services 

Dtvlslon,  McGraw-Hill  Infor  nallon 

Syslems  Company 
Hollander  Publishing  Coi*     .ly.  Inc. 
tloughlon  Mifflin  Co-      ly.  V  -ferencc 

Divi-.lon 
MOrTONLiht 
ICOMX 

ICS  Conipuliiig  (Untiled)  Ireland 
'n*  Ireland 

jilernallonal  Dalabane  Services 
.•/tCOM  Inlernallonai  (inlernalional 

Thomson) 
Info  Glot>e  (lnlerTialk)nai  Thomson) 
'nformallcs  Informallon  Syslems  C 

Servkes 

I.  ormatlon  Access  Company  (Ziff- 
Davis) 

informallon  Aiiierka 

Informah^n  Consuilanls  In  .  (bNA) 

INFORM  '^lON/DOCaMUlTAnON. 
Inc. 

Infomiallon  Market  Indicators.  Inc 
Inforniatlon  MarkeMirq  International  (Ztff 
Davis) 

informalion  on  Demand,  Inc. 

(Pergamon) 
liiforindlioR  Kesearc  ii':;'S.  inc 
Ihe  information  Store  ine 
INI  OSOURCh,  ii.-. 
INMAGIC  INC  (Warnei  tddlson) 
instlUtte  for  Sc    itinc  information 
Institutional  Networks  (instlnet) 
inte'active  Data  Cotpoiation 
liiterac  tlve  Imafien 

Interline  Conuni"!*  allon  Services.  Inc. 
((J  S  Wes  * 
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Intemstional  Business  Machine* 

Corporation 
Internationa]  Data  Corporation 
International  Devdopment  Center 
Intemation?)!  MarketMet 
International  Standard  Information 

Systems 

Intemational  Thomson  Business  Press. 
Inc. 

Intemational  Thomson  Holdings 
Intsmationai  Thomson  Information  Inc. 
Intemati)nal  Thomson  Professional 

Publishing 
Intertec  Publishing  Corp.  (ITT) 
ISS  Company  of  Okasa  apan 
ITT  Bobbs-Merrill  Edu^a    na\  Publishing 
nr  Communicatk>ns  Services.  Inc. 
ITT  Publishing  Inc. 
ITT  World  Communications  Inc. 
nr  World  Directories 
KEYCOm  aectronic  Publishing 
KLiWER 

Kraus  Thomson  Organisation  I  tmlted 
Kyodo  News  Intemational.  Inc. 
Lambert  Publications.  Inc. 
Landmark  Publishing  (U  S  West) 
LaserData.  Inc. 
Learned  Information.  Inc. 
Legi-Giate.  Inc.  (Washington  Post; 
Arthur  D.  Uttle  Information  Indi  '^-Iry 

Services 
Ut\^  Resources.  Inc. 
Llhi     ^sources  Cv^rporation 

(In    national  Data  Corp.) 
LOGIN 
Longman  Inc. 

Lutus  Development  Corporation 
Rufus  S.  Lusk  &  Son,  Inc. 
J^instay  Software  Corporation 
i^rcus  Information  Systems, 

Incorporated 
iVUiritime  Data  Metwork,  Ltd. 
i^rket  informati.  n.  Lic.  (united 

Telecom) 
Marquis  Who's  Who  In^  Ot 
McGr?iw-Hili  Book  Co  npa'-o 
McGraw-Hill  Broar^ .astng  Coh.p^ny. 

Inc. 

McGraw-Hill.  I'^c. 

MrGrav'-Hill  Information  Systems 

Company 
McGraw-Hill  International  Book 

Company 
McGraw-Hill  Tubllcations  Company 
MCTel 

Mead  Data  Central 
Media  General.  Inc. 


Menio  Corporation 

Meredith  Corporation 

Metrics  Resea  n  Corporatton 

The  Michie  Compariy  (ITT) 

MIW  Associates 

Money  Market  Directories 

Mooc^  A  Investors  Servke  (D&B) 

Moore  Data  Management  Services 

Mountain  Bell  Holdings  (U  S  West) 

MPSI  Systems  Inc. 

MTech  Informatk>n  Center  Servkes 

National  Ded 'on  Systems 

Nattoiial  Demographics  Lifestyles 

Nattonal  Planning  Dat*  Corporatk>n 

NDX  Corporatton 

NERAC 

NETECH  Communications  (U  S  West) 
Nevada  Bell 

The  New  York  Times  Syndkated  Sales 
NewsBank.  Inc. 

Newsday  VWeotex  Services  (Times 

Mirror) 
NewsNet,  Inc. 

Newsweek  (Washington  Post) 
Nielsen  Business  Services 
Northwestem  BeU  (0  S  West) 
NYiNEX  Corporatton 
Occupattonal  Health  Services.  Inc. 
Office  Automation  Systems  and 

Technology  Magazine 
Official  AirUne  Guides  (D&B) 
Ogilvy  &  Mather  Videotex  Development 

Group 

Oh'o  Real  Estate  Services,  Inc. 
One  Point,  Incorporated 
The  Oryx  Press 

Oxr  ridge  Communications,  Inc. 
Pa  .ific  BeU 

Pacific  Northvi^t  iitW  (0  S  West) 
Pacific  Tel*^sls  Cor  ;«')ration 
Pacific  Telesis  International 
Participatton  Systei  Inc. 
PacTel  Communicatix  ns  Systems 
PacTel  Directory 
PacTel  Rnance 
pA^Tel  Mobile  Access 
PacTel  Properties 
PacTel  Publishing 
PacTel  Services 

J.  C.  Penney  Videotex  Services 
Pergamon  InfoUne.  Inc. 
Petroleum  Information  Corporation 

(A.C.  Nielsen) 
Pharmaco-Medlcal  Documentation,  inc. 
Philips  Subsystems  and  Peripheral.  Inc. 
Phillips  Publishing  Publkations  Group 
PL\SPEC 
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Poll  hii|>(>il/i  xpofl  Hr|>(Hliiif|  Srivltr 

(Kiiifiiil  Kid  (in) 
PonI  Nrwswrrk  SluUonn  (W(inlilii{|(i>ii 

Pt*'*!) 
Pirdli  (ITCi) 

PrriilKr  WaW,  liu  .  IiiIoiiikiIIoii  Snvli 

DlvWion 
Pr<»»|»r<  loi  Kcif  .:m  Ii  SrivU  i 
PnycIN!  () 

Piibfi(  Krlrtll<)ii<t  M<h/Mr<li.iit.><tr 
Qur?t{rl.  Iiic . 
Qiiolroii  Sy<tlrni<t.  Int. 
K(;K  Nrwklik  (NT) 
Haiu\  M<  l^rtlly  liiloiiirtp.  liK 
KCAIIoiiir  liifoniititioii  Syilcmi 
KCAW  Aiiloiiirtird  Ikithir'i'i 

Coiniiiiiiih  (ilioiit  PiodtH  .<t  Cii(>:i|> 
Kcrtdrx  MU  ri>|>rlnl  v^oipoirtllon 

(rirwniirtiik) 
Krdyatr  Puhlitliliiq  C()ii.|><iiiy 

(IlilriiirtdoiirtI  nic>iii<t<)ii) 
Hi  Dl/M(iin  I  Kl 
Herd  rclr|>ul)IWhliHj.  h  A 
KrIririK  r  7r(  liiu>ic)<|y  Iim 
KrtriiKli  Our 

KrtriiK  li  I'uhli.  iitloiit  (li)lriii.dt<>ii<if 

I  hoinnciii) 
Kl  P,  IlK. 

Ko(  krirllri  Crnlri  1  rlri  oir  iiiinl<  .itl«»ii<t 

Coi  pot  til  Ion 
MdWdKl  W.  S.iiiin  b  Co  .  IlK  (III) 
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Mr.  English.  Mr.  Duncan,  the  circular  distinguishes  between 
accesa  and  dissemination.  Do  you  find  that  a  useful  distinction? 

Mr.  Duncan.  Yes,  sir,  I  believe  it  is  useful. 

I  would  like  Bob  Willard,  who  has  been  thinking  about  the  dis- 
tinction, to  address  this. 

Mr.  Willard.  Thank  you,  Mr.  Chairman. 

I  am  very  pleased  with  the  distiuction.  I  think  it  allows  us  to  ap- 
proach information  policy  in  a  much  more  rational  way. 

I  think  we  have  beer  blessed  in  this  Government  with  a  rich  tap- 
est^  that  allows  access  to  the  products,  to  the  intellectual  products 
tiiat  have  been  developed  as  a  result  of  taxpayer  dollars.  Part  of  it 
is  through  active  dissemination  programs.  That  is  where  the  Gov- 
ernment makes  a  decision  that  informatior  has  to  resch  a  wider 
audience,  that  it  is  not  created  to  be  used  inude  the  agencies  but  it 
aoes  have  to  get  out. 

*u^^  number  of  mechanisms  for  accomplishing  this.  There  is 
th  tPO  sales  prc^am.  There  is  also  the  National  Technical  Infor- 
mation Service,  which  has  a  publishing  program  but  essentially  is 
onKlemand  publishing.  It  says,  in  effect,  ^*We  are  set  up  and  ready 
to  give  you  a  document  that  we  think  you  might  want;  you  have  to 
ask  for  it. 

But  then,  in  addition  to  that,  we  have  access  to  a  whole  range  of 
additional  information,  and  this  subcommittee  knows  that  better 
than  any  other  organization  on  the  Hill  through  the  Freedom  of 
Information  Act. 

Fran  Buckley  indicated  that  that  w  a  complex  sometimes 
costly  mechanism,  and  I  would  agree,  except  that  the  presence  of 
the  l-reedom  of  Information  Act,  which  affords  access,  also  creates 
an  environment  or  spirit  in  which  Government  agencies  realized 
that  they  have  makp  the  information  available  anyhow  under 
force  of  law.  So  .ey  might  as  well  make  it  available.  And  frequentr 
ly,  all  It  takes  is  picking  up  the  telephone  and  callmg  an  agency 
and  you  get  the  information  you  need  without  any  founal  Freedom 
ot  Intormation  Act  procedure. 

I  think  this  is  all  part  of  the  spirit.  So  it  is  a  spectnim  that 
ranges  from  a  very  formal  publishing  program  to  a  very  easUy 
managed  phone  call  to  get  information.  I  think  it  works. 

Now,  there  is  the  additional  aspect  that  wc  tried  to  weave  into 
our  t^timony,  and  that  is  that  frequently  Gow.-nment's  informa- 
tion objectives  are  met  by  the  Government  not  having  to  take  any 
action  at  all.  By  sinp?y  creating  the  information  and  then  having 
an  environment  in  which  entrepreneurs  can  make  decisions  and 
take  actions,  the  information  needs  of  the  public  at  large  are  met 

That  IS  why  I  am  very  pleased  we  are  sitting  at  the  same  table 
with  our  colleagues  from  the  library  community  because  we  are  all 
inyolv3d  in  the  same  business;  that  is,  making  information  avail- 
able  to  the  public  at  large. 

There  will  be  a  lot  of  people  who  are  interested  in  what  goes  on 
at  this  hearing.  Now,  within  the  next  few  days  under  the  rules  of 
the  House,  they  can  come  into  your  suocommittee  office  and  read 
the  transcript.  That  is  a  pretty  difficult  thing  to  uo.  They  can  wait 
d  or  4  weeks,  or  mont'-iS,  to  see  the  printed  hearing,  and  either  get 
It  by  ordering  it  directly  from  your  subcommittee  or  getting  it 
through  GPO  or  going  to  a  depository  library. 
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In  the  meantiro  "^he  private  sector  will  have  reported  it,  and  in 
tomorrow's  paper  you  will  be  able  to  read  about  this  hearing. 

So  I  think  we  see  agair  the  private  sector  responding  to  opportu- 
nities to  create  products,  information  products,  based  upon  Govern- 
ment information,  and  it  works. 

Mr.  English.  Do  you  have  any  objection  to  the  circular's  position 
on  access? 

Mr.  WiiXARD.  No. 

Mr.  Engush.  No  problems? 

Mr.  WiLiARD.  I  think  it  says  it  has  to  be  in  accordance  with  the 
law.  We  certainly  can't  disagree  with  that. 

Mr.  English.  Mr.  Duncan,  I  want  to  offer  an  analogy  between  in- 
formation and  Are.  Once  you  have  a  fire,  you  can  give  it  away  to 
others  indefinitely  without  diminishing  your  own  supply.  Informa- 
tion is  pretty  much  the  same  way.  No  matter  how  many  people 
copy  the  information,  you  still  have  every  bit  that  you  started  with. 
How  does  this  characteristic  of  information  affect  its  pricing? 

Mr.  DuNC/u^.  Mr.  Chairman,  first,  I  worry  a  little  bit  by  the 
thinking  of  information  as  a  fire,  because  I  view  fire  as  destructive, 
and  I  view  information  as  productive,  but  setting  that  aside,  the  re- 
usable side  of  it  is  certainly  correct. 

And  the  thing  I  think  we  have  to  remember  when  we  look  at  in- 
formation is  information  does  not  become  available  in  any  costly 
manner.  Taere  are  costs  of  collecting  information,  organising  it, 
and  processing  it,  as  well  as  accessing  it. 

My  own  company  spends  $250  million  a  year  collecting  informa- 
tion which  we  resell  at  the  e.  d  of  the  year.  We  hope  we  have  re- 
ceived more  revenues  than  our  cc3ts  of  collecting  and  disseminatr 
ingthat  information. 

The  pricing  of  information  that  we  typically  follow,  of  course,  is 
to  relate  the  value  of  that  information  tw  the  use»-,  so  some  infor- 
mation is  sold  at  a  less,  in  terms  of  individual  data  elements,  other 
information  is  sold  at  a  profit,  because  of  very  smaU  set  of  people 
find  it  highly  valuable  in  a  short>order  time. 

My  job  within  my  own  company  is  to  disseminate  agreeing  statis- 
tics, which  is  our  information  which  we  give  away,  because  we 
want  people  to  know  about  the  information.  We  can  only  do  that 
boc^use  the  details  behind  that  are  vali^able  to  many  of  our  cus- 
toine>-8. 

So  1  don't  think  that  the  reuseability  criterioji  by  itself  is  a  basis 
for  de  termining  what  pricing  policy  should  be. 

Mr.  English.  In  the  long  run,  can  you  set  a  price  for  information 
thi   is  much  higher  than  the  marginal  cost  of  distribution? 

Ivir.  Duncan.  By  definition,  if  there  is  a  profit,  that  will  be  the 
case. 

Mr.  Engush.  I  said  muc}  )  igher. 

Mr.  Duncan.  Well,  I  mt  an,  is  this  going  to  take  us  back  to  the 
earlier  discussion  you  had  about  the  SEC.  For  the  institution  that 
is  moving  millions  and  even  billions  of  dollars,  paying  $40,000  or 
$50,000  for  some  information  is  well  worth  it. 

Certainly  to  the  contractor  who' 3  ooPecting  that  on  a  broader 
base,  his  rost  is  going  to  be  less  than  that.  There  will  be  an  enor- 
mous profit  there.  But  the  question  is,  '  What  is  the  area  under  the 
curve?"  I  would  submit  that  the  way  that  this  marketplace  works 
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on  all  activities  is  that  the  things  that  survive  in  the  marketplace 
are  those  for  which  there  is  a  return  on  investment. 

There  are  many  failures.  Look  at  the  computer  industry  today, 
and  those  people  who  have  invested  their  energies  in  developing 
the  software.  Because  of  the  many  personal  computers  out  there, 
some  of  them  haven't  made  it.  Other  people  have  had  better  proc- 
esses to  survive  in  the  competition  that  keeps  our  econc  ly  active 
£md  alive. 

I  think  that  is  a  good  characterization  of  our  society. 

Mr.  English.  Mr.  Buckley,  if  you  had  the  right  to  make  one 
change  in  the  draft  0MB  circular,  either  eliminating  one  provision 
or  adding  one,  what  chari^e  ^ould  you  make? 

Mr.  Buckley.  I  think  my  primary  change  wouli  be  one  in  the 
diiection  of  changing  the  emphasis  of  the  circular.  There  are  10 
pages  in  the  circular,  and  there  are  six  words  that  cover  dissemina- 
tion programs  required  by  law  such  as  the  Depository  Program, 
which  provides  access  to  so  many  people.  TTie  emphasis  is  skewed, 
a^  '^^r  as  I  am  concerned.  I  think  there  are  other  mcgor  problems, 
an.,  chey  go  to  the  question  you  asked  the  previous  spt^aker  about 
the  definitions  of  access  and  dissemination. 

Mr.  English.  In  decidii^  on  publication  cutbacks,  what  specific 
procedures  would  you  recommend  that  agencies  should  follow? 

Mr.  Buckley.  I  think  that  a  public  review  process  that  require 
notice  to  the  public  regarding  the  possible  elimination  of  either  an 
information  collection  activity  or  a  dissemination  activity  would 
allow  for  a  broader  input  of  information  regarding  the  use  and 
reuse  of  the  information  and  the  need  for  it.  Tliat  would  be  helpful 
to  the  people  who  need  to  make  the  decision.  I  also  think  there 
should  be  a  broader  group  of  people  who  are  involved  in  those  deci- 
sions. 

In  the  Depository  Pr(^am  periodically  we  see  notices  from  agen- 
cies saying  that  a  publication  is  no  loriger  going  to  be  distributed 
because  it  is  not  of  public  interest. 

It  can  be  something  that  was  selected  as  all  Govemrrient  publica- 
tions need  to  be,  by  400  or  500  hundred  libraries  which  have  a  sig- 
nificant amount  of  work  to  do  for  every  publication  that  they  select 
in  order  to  make  them  available  to  the  public. 

They  don't  do  that  just  because  they  like  to  fill  their  shelves. 
They  do  that  because  there  is  a  need  for  that  information  in  their 
community  and  they  want  to  have  it  available  to  the  patrons. 

Mr.  Engush.  You  mentioned  a  number  of  publications  that  have 
already  been  eliminated  or  cut  back.  How  do  you  know  which  pub- 
lications are  most  used  by  your  clients?  Do  you  have  any  formal 
program  to  determine  this  use? 

^!r.  Buckley.  There  are  ao  formal  programs.  I  think  you  can  de- 
teimine  use  generally  by  the  number  of  libraries  which  select  such 
items.  Jn  each  library,  we  recognize  the  amount  of  use  given  fc 
items. 

At  the  Detroit  Public  Library,  for  example,  we  buy  30  to  50 
copies  of  sorr.c  government  oublicatioris  in  addition  to  the  one  copv 
we  receive  on  deposit,  so  that  we  can  place  copies  of  things  that 
will  be  in  great  demand  or  that  are  needed  for  reference  use  in  all 
of  our  branches  and  in  multiple  departments. 
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There  is  an  individual  jud^ent  based  on  the  need  in  the  par- 
ticular community  by  each  library  for  the  number  of  copies  that 
they  would  need  of  thr  material. 

As  I  alluded  to,  however,  there  is  a  cooperative  agreement  among 
depository  libraries  for  interlibrary  loan,  so  that  if  you  did  not 
select  a  document  that  was  requested  in  your  library,  you  could 
borrow  it  from  another  depository  which  received  it. 

So  there  is  a  backup  mechanism  fo^  obtaining  the  material  or 
the  information  if  you  don't  have  it  in  your  particular  library. 

Mr.  Engush.  Mr  Miller? 

Mr.  Miller.  Mr.  Buckley,  when  you  get  right  down  to  it,  is  it 
really  possible  to  cut  down  on  the  dissemination  of  obsCure  or  use- 
less reports  without  restricting  the  flow  of  information,  the  free 
flow  of  information? 

Mr.  Buckley.  Well,  we  have  had  long  discxissions  in  the  library 
community  about  the  difliculties  of  managing  the  output  of  the 
Federal  Government,  the  number  of  publications  that  come,  and 
the  complexities  involved.  But  every  time  we  start  t-ftllcing  about  a 
publication  which  someone  wants  to  nominate  as  the  most  obscure 
unused  publication  that  should  not  be  sent  to  libraries,  there  is 
someone  else  to  say  but  they  just  used  that  last  week  with  a 
patron,  whe;:her  it  is  a  study  by  the  C!orps  of  Engineers  on  building 
a  dam,  or  a  study  of  the  forebrain  of  the  white  albano  mouse. 

There  are  very  specialized  publications  that  come  out,  but  we 
have  people,  companies,  and  institutions  who  need  to  have  access 
to  that  information. 

>  I  the  Detroit  Public  Library,  a  major  research  library,  we  see 
not  only  average  citizens  and  sludents,  we  have  Greneral  Motors 
and  Ford  and  other  compa  >  relying  on  our  collections  of  infor- 
mation. Government  information  as  well  as  other  information. 

So,  we  see  the  broad  benefit  of  *'ie  Depository  Program,  that 
allows  for  the  publications  to  be  produced  in  reasonable  quantities 
based  upon  their  need,  so  that,  indeed,  the  more  obscar  or  more 
technical  materials  are  distributed  to  a  base  numl>er  oi  libraries. 

The  kind  of  program  that  we  would  like  to  &3e  adopted  is  one 
thai  allows  for  the  flexibility  that  we  all  want.  We  aren't  saying 
the  Government  needs  to  publish  a  million  copies  of  some  obscure 
publication. 

Publish  it  and  make  it  available  In  base  systems  such  as  the  De- 
pository Program  where  it  will  be  accessible  over  a  long  term  for 
public  access,  allow  other  Government  sales  progranxs  and  the  pri- 
vate sector  to  republish  as  needed. 

We,  too,  want  to  see  a  multiplicity  of  channels  and  programs  for 
dissemination,  but  we  don't  want  to  see  an  exclusion  of  channels  of 
access.  Unfortunately,  my  reading  of  the  0MB  circular  would  lead 
me  to  believe  that  there  would  be  a  deflnite  skewing  of  distribution 
only  through  the  private  sector.  The  six  little  words  that  talk  about 
dissemination  as  required  by  law,  I  am  afraid  as  they  are  interpret- 
ed by  agency  managers,  will  not  be  recognized  in  their  full  import. 

I  can  t  imagine  that  every  agency  publication  manager  goes 
pouring  through  the  United  States  Code  looking  for  all  of  the  laws 
which  may  require  dissemination  and  I  think  that  the  chc.ilar  as  it 
is  proposed  is  not  ample  tc  provide  instructions  to  those  managers. 

Mr.  Miller.  Thank  yoa. 
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Ms.  Cooke.  I  just  want  to  make  ;  x)int  tor  Mr.  MUler's  sake  I 
was  out  in  Seattle  meeting  with  the  Washington  Library  Associa- 
tion last  week  during  National  Library  Week,  and  meeting  with 
some  of  our  Govemmeni  documents  librarians,  I  was  ren^'nded 
there  of  something  I  hadn't  really  thought  of  in  recent  times,  that 
among  the  various  users  of  government  documents,  perhaps  some 
of  the  heaviest  users  on  a  regular  basis,  are  thr  people  in  munici- 
pal senac^.  They  come  in,  eet  hearings  records,  and  Government 
reporte.  These  are  regularly  used,  ^  I  think  something  we 
haven  t  touched  on  is  the  whole  concept  of  federalism  as  we  Begin 
to  look  at  the  use  of  document,  ard  their  cost.  It  is  going  to  be  very 
costly  if  we  put  everything  on  a  bookkeeping  basis  to  eve-y  level  of 
government,  startine  with  the  Federal  level  having  to  buy  back 
many  of  the  things  that  they  are  contracting  out. 

Mr.  Miller.  Thank  you. 

Mr.  English.  Thank  you,  Mr.  Owens,  do  you  nave  questions  you 
would  like  to  ask? 

Mr.  Owens.  Thank  you  very  much  lor  ^he  opportunity. 

Mr.  Duncan,  information  is  a  record  of  oither  a  phenomenon  that 
IS  observed,  or  t  is  a  re^^rd  of  decisions  that  are  made,  and  the 
Federal  Government  in  both  cas**c  is  proLibly  tha  world's  greatest 
producer  of  uifon.nation  either  from  the  phenomena  that  are  ob- 
served, wouH  you  call  i^  collections,  or  from  the  decisions  that  are 
made  at  various  levels  in  the  Federal  Government. 

We  produce  more  information  than  other  entities.  You  said  the 
niarketplace  decisions  and  the  mechanisms  of  the  marketplace 
should  rule  supreme  in  this  wdiole  matter  of  dissemination  of  infor- 
mation. What  kind  of  system  do  you  think  we  should  have  to  get  a 
fair  price  for  the  proaucts  that  the  Government  ge  nerates? 

If  the  information  industry  is  going  to  sell  intormation,  should 
they  not  pay  the  Government  for  the  raw  material,  for  example, 
the  court  decisions  that  are  made,  if  those  court  decisions  have  al- 
ready been  n^de  by  the  taxpayers  because  they  paid  the  salaries  of 
the  judges,  paid  for  the  administration  of  the  courts,  and  when  de- 
cisions are  fuially  made,  the  taxpayers  foot  the  cost  for  that 

Now,  if  decisions  are  made  and  the  only  the  way  they  are  going 
to  be  available  is  throujjh  commercial  vendors,  the  people  caia 
purchase  that  information  any  other  way.  So  it  is  going  to  be  made 
available  only  through  commercial  vendors. 

What  should  the  commercial  vendor  pav  to  the  Government  for 
that  informatjon?  What  is  a  fair  system  for  determining  that? 

Mr.  Duncan,  My  statement  had  two  parts  to  it.  One  was,  I  said 
the  pnonries  on  information  dissemination  and  what  is  needed  by 
our  general  public  are  best  determined  in  the  marketplace.  Be- 
cause of  the  dive-sity  interests  said  needs  that  are  expressed, 
some  people  assume  that  every  court  decision  needs  to  be  recorded; 
sonic  entreprsneurs  may  go  and  figure  out  a  system  for  collecting 
and  disseminating  it  if  it  is  not  available  through  another  mecha- 
nism. 

I  also  said,  as  the  seco  id  ^art  of  my  presentation,  that  there  are 
many  government  mncdons  that  are  fundamental  info-mation 
processing.  Certainly,  the  courts  are  one  dimension  of  that  whole 
process.  Holding  heanngs  is  an  information  function  of  the  Govern- 
ment. 
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The  question  is,  how  far  the  Government  responsibility  goes  in 
disseminating  or  in  effect,  markoting  that  information?  Chie  could, 
on  behalf  of  the  subco*nmittee,  I  suppose,  set  up  a  subgroup  whose 
task  it  was  to  make  oure  everybody  in  the  country  got  a  copy  of 
this  hearing  and  to  followup,  by  advertising  in  the  newspapers,  and 
se  ^ng  how  many  people  wanted  it  published. 

it  may  be  a  hardbound  edition^  so  it  looks  nice  on  the  library 
shelf.  If  it  is  paper  copy,  they  may  think  it  is  a  low-quality  set  of 
hearings.  My  point  is  that  defining  where  thut  transition  lies  is  a 
very  diflficult  proc^.  I  see  the  0MB  circular  as  a  mechanism  to 
focus  the  archiving  issue,  the  collection  iss^e,  and  the  user  fee 
issue  in  one  central  concept  of  policy,  and  I  certainly  am  not  capa- 
ble to  sit  here  as  a  witness  to  define  for  you  where  all  those  lines 
are,  nor  do  I  think  0MB  can  do  that  either. 

I  think  what  you  need  is  a  public  process  of  review  and  over- 
sight. My  own  personal  view  is  that  0MB  is  the  mos^  l-'^^cal  place 
to  have  that  oversight  in  the  executive  branch  of  Government,  be- 
cause of  its  many  concerns  from  paperwork  reduction  on  the 
public,  to  the  budget,  to  general  policy. 

I  also  believe  

Mr.  Owens.  Cost  cutting  and  cost  recovery  functions  only.  If  that 
is  the  case,  then  you  take  the  argument  of  cost  recovery  to  its  natu- 
ral conclusion.  If  we  lease  Federal  land  and  somebody  drills  for  oil, 
they  pay  a  royalty  or  they  pay  for  every  barrel  of  oil  they  produce. 

If  we  give  you  information  provided  by  the  Federal  Government, 
should  this  commercial  provider  of  that  information  not  pay  the 
Government  a  royalty  for  every  time  that  information  is  sold? 

If  you  carry  it  to  cost  recovery,  it  would  be  until  the  costs  are 
recovered? 

Mr.  Duncan.  Congressman,  I  understand  that,  and  in  fact,  I 
think  one  of  the  user  fee  issues  will  be,  for  example,  as  the  SEC 
said  in  an  earlier  part  of  the  hearing:  the  cost  to  the  wholesalers, 
to  the  redistributors,  and  how  does  that  relate  to  the  cost  of  the 
initial  collection. 

Those  are  fundamental  issues.  I  don't  think  you  can  write  them 
out  in  a  circular  and  define  them— my  point  is  that  there  needs  to 
be  an  oversight  process  for  the  executive  branch  to  consider  those 
policies. 

Likdwise,  the  point  I  was  trying  to  make  before  you  made  the 
other  statement,  was  that  there  needs  to  be  oversight  in  the  Con- 
gress and  there  probably  needs  to  be  a  public  nongovernmental 
oversight  function,  either  groups  like  the  Library  Association,  IIA 
and  others,  to  all  three  of  them  dealing  with  the  individual  specific 
cases  as  they  come  to  fruition. 

I  think  these  are  very  complicated  issues.  I  sat  for  8  years  worry- 
in  j  about  what  should  be  cur  priorities  in  the  Federal  Government 
for  collecting  general-purpose  stetistics,  and  let  me  just  stete  for 
the  record  that  it  is  very,  very  hard  to  find  out  a  priori  what  infor- 
mation of  a  stetistical  nature  people  want  to  have. 

Fcr  example,  we  had  very  little  hiformation  on  energy  prior  to 
the  oil  embargo,  and  then  we  invested  a  vast  amount  of  effort  in 
trying  to  get  some  of  that  information.  We  found  that  many  people 
didn't  use  it,  and  now  we  revert  back  to  the  position  somewhat  be- 
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tween  what  we  had  before  the  embarg  and  what  we  had  in  the  5 
years  after  that. 

Those  were  in  effect  government-  and  marketplace*  resolved 
issues,  first  of  the  eppxopriate  need  for  information;  second,  dis- 
semination of  information. 

Mr.  Owens.  I  don't  want  to  abuse  the  committee's  generosity  and 
take  too  much  time.  You  have  just  said  you  think  the  best  agency, 
the  best  unit  in  government,  the  Federal  Government,  to  carry  out 
thip  function  is  0MB.  Are  you  saying  that  within  the  entire  appa- 
ratus of  the  Federal  Government? 

Mr.  Duncan.  I  am  saying  that  0MB  is  the  appropriate  place  for 
the  policy  and  principles  to  be  put  together  in  an  integrated  way. 
Even  in  the  draft  circular  that  is  before  us,  0MB  has  recognized  it 
does  not  have  the  resources  to  do  loany  things.  It  has  delegated  a 
number  of  aspects  

Mr.  O^^s.  Can  you  pinpoint  exactly  who  has  the  responsibility 
for  deciding  what  information  is  going  to  be  produced  or  curtailed 
or  put  into  'electronic  format?  I  have  a  hard  time  reading  the  0MB 
circular  to  pinpoint  exactly  who  makes  the  decision,  who  is  it  who 
decides  that  monthly  labor  reviews  a.  ^  ^uing  to  be  done  on  a  quar- 
terly basis  now  instead  of  a  monthly  bamis? 

I  haven't  been  able  to  find  out  exactly  who  made  the  decis'on 
whether  it  is  forced  on  the  agency  by  0MB  ahead  of  time  by  saying 
you  have  to  cut  your  budget  down  to  a  certain  level  and  you  make 
a  decision  about  how  you  are  going  to  cut  it  or  ^hethex  they  send 
out  some  information  suggesting  what  you  should  cut? 

If  that  decision  is  being  made  somewhere  else,  should  we,  the  pri- 
vate sector  and  public  sector  fc^  on  that  unit  and  try  to  get  so::!!e 
kind  of  criteria  established  within  that  unit  and  the  best  qualified 
people  established  there,  in  order  to  serve  both  your  interest  and 
the  private  sector  and  public  sector? 

Mr.  Duncan.  Fundamentally,  Congressman,  the  place  that  tiie 
decision  process  starts  is  the  Congress.  Almost  all  information  col- 
lection and  processing  activities  are  the  byproduct  of  a  piece  of  1^- 
islation  that  authorizes  something.  We  have  some  exceptions  to 
that;  the  Constitution  mandates  a  census. 

Mr.  Owens.  I  noted  that  there  are  some  questions  about  inter- 

E relation  of  the  Paperwork  Reduction  Act,  and  exactly  how  it  is 
Bing  ir*erpreted  wit.  this  circular.  Let'i  not  deal  with  the  Con- 
gress, iet's  talk  specifically  within  the  executive  branch.  When 
those  epecific  decisions  are  made,  what  items  shall  be  in  electronic 
format  only,  and  which  items  shall  be  both  in  electronic  format 
and  in  paper  format,  maybe  in  microfiche,  who  is  going  to  make 
those  decisions,  and  why  are  you  so  certain  that  0MB  is  the  best 
agency  to  get  the  policy  together  and  decide  who  makes  those  deci- 
sions? 

Mr.  Duncan.  There  are  two  parts  to  the  issue.  One  is  who  decid- 
ed the  priorities  on  individual  activities,  and  that  is  the  head  of  the 
agency.  It  is  spelled  out  in  the  circular  specifically. 

The  0MB  role  is  that  the  general  policy  under  which  the  agency 
head  operates.  Let's  take  the  Monthly  Labor  Review,  which  I,  inci- 
dentally, am  an  avid  reader  of,  and  have  been  for  26  years. 
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It  is  a  very,  very  valuable  technical  publication  that  provides  a 
vast  amount  of  detailed  methodological  mfonnation  U^iund  individ- 
ual data  series  that  we  read  about  every  day  in  the  newspapers. 

It  also  provides  interesting  and  analjrtical  results  of  those  sur* 
veys.  It  is  not,  however,  the  basic  way  in  which  the  consumer  price 
'ndex  or  the  producer  price  index  or  se^ica  are  released. 

The  information  in  the  Monthly  LAbor  Review  is  quite  lagging 
from  the  release  of  that  information  which  is  available  through 
press  releases,  and  now  BLS  ha<i  electronic  delivery  systeius,  so  you 
can  literally,  as  a  member  of  the  public,  get  instant  access  to  the 
information  at  the  same  time  it  is  available  to  the  press. 

So,  there  is  obviously  a  judgment  that  needs  to  be  made  by  in 
this  case,  probably  by  the  Commissioner  of  Labor  Statistics,  as  to 
the  best  place  to  put  resources  for  dissemination  and  publication, 
within  the  limited  budget  of  that  agency. 

She,  I  am  sure,  has  made  a  decision  that  the  top  priority  is  to  get 
data  out  in  a  timely  fashion  and  to  let  the  details  of  the  analytical 
background  come  out  quarterly.  The  fuU  mfonnation  will  s^  be 
available;  it  is  just  that  there  will  not  be  a  publication  every 
month. 

That  is  aii  agency  head  decision,  and  I  would  very  seriously 
doubt  anybody  in  0MB  would  be  presumptuous  enou^  to  think  to 
go  into  that  decision  and  try  to  make  that  type  of  choice. 

Mr.  Owens.  I  don't  doubt  that  at  all.  One  more  question  I  would 
like  to  address  to  Mr.  Buckley.  In  this  circular,  if  I  read  it  corrects 
ly,  the  triennial  reviews  that  will  be  conducted,  maybe  the  agency 
head  has  some  decisionmi^ng  powers  from  year  to  year,  although 
that  is  not  yet  clear. 

How  much  pr?ssure  is  on  and  how  much  does  the  budget  process 
squeeze  that  agency  to  make  a  decision?  There  are  triennial  re- 
views called  5or  as  specified  in  the  Paperwork  Reduction  Act.  Those 
triennial  reviews  will  be  conducted  by  some  unit  somewhere  in  the 
General  Services  Administration. 

I  am  curioiM  to  know,  who  is  the  head  of  this  unit  in  the  General 
Services  Administration  who  will  be  in  charge  of  the  triennial  re- 
views? What  kind  of  qualifications  would  you  think  the  people  i 
that  unit  would  have  to  have  in  order  to  make  these  kinds  of 
sweeping  decisions  about  what  an  agency  should  be  doing  with  re- 
spect to  its  information  generation? 

Mr.  Buckley.  Well,  I  don't  want  to  sound  flip,  but  I  think  the 
person  should  have  been  a  reference  librarian  serving  the  public 
for  several  years  to  see  tne  broad  range  of  information  that  is  re- 
quired by  the  public,  and  uses  made  of  the  information. 

Hie  decisions  has,  as  you  have  noted,  very  broad  ramifications 
for  the  public. 

Mr.  Owens.  Would  you  say  they  would  have  to  have  something 
like  the  range  of  expertise  you  find  in  a  place  like  the  Congression- 
al Research  Service?  I  am  not  saying  that  they  should  have  the  job, 
but  the  kind  of  expertise  they  have  to  fall  back  on  seems  to  me  ap- 
propriate for  a  unit  that  makes  thoae  kinds  of  decisions. 

Mr.  Buckley.  One  needs  a  broad  range  of  experience  in  accessing 
and  using  Government  information  to  supply  requests  and  answer 
the  diverse  questions  that  occur.  CRS  is  one  place  

Mr.  OwFNS.  They  specialize  in  each  one  of  the  subject  areas  
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Mr.  Buckley.  I  think  the  idea  of  a  public  process  that  allows 
comments  from  other  xisers  is  also  essential.  I  don't  think  any  one 
person  is  going  to  be  able  to  know  all  the  uses  to  which  the  infor- 
mation may  be  placed,  and  I  think  that  it  essential  to  have  pro- 
posed cuts  known  by  the  public  at  large. 

One  of  our  greatest  problems  in  terms  of  dealing  with  this  issue 
IS  collecting  the  information  about  wliat  has  been  cut  or  what  is 
under  consideration  for  elimination.  There  is  no  single  place  for 
that  information  to  be  announced. 

Mr.  OwsNS.  Thank  you,  Mr.  Chairman. 

Mr.  Engush.  Thank  you  very  much,  M-.  Owens. 

Mr.  Miller,  do  you  have  any  further  questions? 

Mr.  Miller.  No. 

Mr.  English.  1  wa*it  to  thank  our  witnesses. 
Mr.  WiUard. 

Mr.  WiLLARD.  If  I  might,  there  is  just  one  edditional  thing  I 
would  like  to  add  for  the  record. 

As  has  been  consistent  in  our  testimony,  we  argue  for  a  primary 
reliance  on  the  private  sector.  I  think  what  Congressman  Owens 
said,  the  market  should  rule  supreme,  is  not  a  fair  characterization 
of  our  total  belief.  The  marketplace  is  the  first  way  information 
needs  can  be  met,  but  the  marketplace  isn't  always  going  to  meet 
the  needs,  and  it  is  at  that  point  that  then  the  political  process 
steps  in  and  says  OK,  even  though  people  aren't  willing  to  buy 
this,  we  as  public  policymakers  say  there  is  an  overriding  public 
interest,  and  we  are  going  to  make  sure  that  this  is  available,  and  I 
think  r  e  0MB  circular  sets  up  a  rational  policy  mechanism  for  ac- 
complishing that. 

It  says,  first,  is  it  already  >eing  done  or  is  it  reasonable  that  it 
can  be  done  if  we  are  not  doing  it?  But  if  those  questions  are  an- 
swered negatively,  then  the  next  step  is  to  go  ahead  and  do  it. 

And  they  add  an  additional  safeguard,  that  is  they  reouire  a 
periodic  review  to  that  a  system  isn^t  locked  into  place  from  that 
point  forward,  that  5  years  from  now  the  technology  may  be  all  dif- 
ferent and  the  Government  may  1-  ave  in  the  past  set  up  an  infor- 
mation activity,  but  now  the  technology  is  different,  it  may  not 
need  to  continue  to  invest  taxpayer  money  to  do  it,  the  market- 
place may  support  it. 

Mr.  Engush.  Thank  you. 

Mr.  WiLLARD.  As  I  was  sitting  listening  to  the  testimony  at  the 
first  part  of  this  hearing,  I  was  on  the  edge  of  my  chair  wanting  to 
share  this,  because  in  my  mail  this  morning  was  Forbes  magaane, 
with  a  cover  story  about  electronic  investing.  It  asks,  is  it  just  an- 
other computer  game?  The  five-page  article  describes  many  of  the 
presently  available  information  services  to  support  the  investment 
activities  that  Chairman  Shad  had  on  page  20  of  his  testimony,  to 
be  implemented  in  EDGAR. 

iijJ^^^       already  in  place.  When  your  pagers  went  off,  he  said. 
If  EDGAR  were  around,  you  would  be  able  to  receive  stock 
quotes."  There  is  a  sidebar  story  about  all  the  electronic  stor'- 
quotes  transmitted  over  radiowaves  that  are  available  right  now. 

So  I  th>nk  the  marketplace  is  responding  to  the  needs  of  the 
American  public.  It  isn't  perfect;  there  will  still  alwa>^  be  a  re- 
quirement for  the  public  sector  to  step  in  and  meet  tl    .ifc^ls  of 
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those  who  are  either  disadvantaged,  or  for  some  other  overriding 
public  interest.  I  think  that  the  recomniendation  that  the  Ameri- 
can Library  Association  has  put  forward  is  one  that  we  would  be  in 
wholehearted  support  of,  and  that  is  a  mechanism  for  knowing  not 
only  that  something  is  going  to  be  done  away  with,  but  also  that 
somethmg  is  being  proposed. 

The  more  open  discussion  about  information  activities  planned 
for  in  the  Government,  either  additions  or  subtraction,  the  better 
off  we  all  would  be. 

Mr.  Encush.  Thank  you  very  much,  Mr.  WiUard. 

We  will  be  submitting  additional  written  questions  to  all  of  the 
witnesses  today,  so  we  would  appreciate  a  timely  response  to  those. 
Again,  I  want  to  thank  our  witnesses  for  their  appearance.  Thank 
you  very  much. 

There  will  be  additional  hearings  on  electronic  information  eys- 
tems,  and  they  will  be  announced  at  a  later  date.  We  will  recess 
subject  to  the  call  of  the  Chair. 

[Whereupon,  at  4:05  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene subject  to  the  ccdl  of  the  Chair.] 
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WEDNESDAY,  JUNE  26,  1985 

House  of  Rkprssentatives, 
Government  Information,  Justice, 

AND  Agriculture  Subcommittee 

OF  the  Ck>MMnTEE  ON  GOVERNMENT  OpEKATIONS, 

Washington,  DC 

The  subcommittee  met,  pursuant  to  notice,  at  1:05  p.m.,  in  room 
2203,  Ravbum  House  Office  Building,  Hon.  Glenn  English  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Representatives  Glenn  English  and  Gerald  D.  Kleczka. 

Also  present:  Robert  M.  Gellman,  counsel;  Euphon  Metzger, 
clerk;  and  Gregory  Kil^ore,  minority  professional  staff.  Committee 
on  Government  Operations. 

Mr.  English.  The  hearing  will  come  to  order.  This  is  the  second 
in  a  series  of  hearings  on  electronic  collection  and  dissemination  of 
information  by  Federal  agencies.  We  are  continuing  our  review  of 
the  effect  of  the  new  computer  and  communications  technology  on 
Government  information  activitiis  and  practices. 

In  April,  the  subcommittee  took  a  look  at  SEC's  EDGAR  system 
for  collecting  and  disseminating  securities  filings.  The  controversy 
over  EDGAR  continues.  I  note  that  the  Energy  and  Commerce 
Committee  has  expressed  the  opinion  that  EDGAR  needs  statutory 
authori^tion  before  implementation.  It  will  be  interesting  to  see 
where  that  leads. 

We  are  going  to  begin  today  by  considering  the  proposal  of  the 
Federal  Maritime  Commission  to  establish  an  automated  tariff 
filing  and  information  system.  There  are  many  similarities  be- 
tween the  FMC's  proposal  and  the  SEC's  EDGAIl  system.  Beta  re- 
quire the  electronic  collection  of  large  volumes  of  data  now  stored 
on  paper.  Both  provide  users  outside  of  the  agency  with  access  to 
information. 

One  of  the  interesting  aspects  of  both  systi^ms  is  the  combination 
of  internal  administrative  and  external  diiwmination  functions. 
Both  agencies  w  *nt  other  users  to  pay  all  cof-ts  of  the  systems  in- 
cluding the  cost  attributable  to  internal  administrative  functions 
Requiring  the  users  of  information  to  pay  internal  operating  costs 
through  user  fees  is  potentially  troublesome. 

Tho  proposed  FMC  system  is  also  interesting  because  there  are 
already  companies  providing  automated  tariff  collection  and  dis- 
semination services.  The  presence  of  these  companies  distinguishes 
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the  FMC's  tariff  system  from  the  SEC's  EDGAR  systein.  In  the 
caBCi  of  EDGAR,  it  does  not  appear  that  there  are  any  privately  of- 
fere^^  services  with  /comparable  features.  In  order  to  explore  the  po- 
tential conflict  between  the  FMC  and  the  private  sector,  we  will 
also  be  hearing  today  from  some  of  the  companies  -offering  tariff 
automation  services. 

Our  final  witnesses  at  this  hearing  come  from  three  agenci^ 
that  have  developed  electronic  dissemination  systems  for  press  re- 
leases and  other  agency  data.  Tliese  simple  dissemination-only  sys- 
tems provide  some  different  issues.  We  will  be  comparing  and  con- 
trasting the  different  methods  used  by  the  agencies  to  make  data 
available. 

Before  we  start,  I  want  to  make  certain  that  my  own  position  on 
automated  information  systems  is  clearly  understood.  In  general,  I 
believe  thai;  these  systems  have  great  potential  to  makh  the  Gov- 
ernment mere  efficient  and  Government  data  "^^^  widely  avail- 
able. It  is  not  my  puriwse  at  these  hearings  to  question  the  value  of 
automation. 

My  concerns  about  automated  information  systems  are  how  they 
will  be  operated,  who  will  control  the  data,  and  who  will  pay  the 
bill.  These  are  the  questions  that  I  will  contmue  to  ask.  I  do  not 
want  anyone  to  misinterpret  my  questions  as  being  in  opposition  to 
automation.  At  the  same  time,  I  do  not  expect  to  be  told  that  auto- 
mation is  so  wonderful  that  the  details  are  not  important. 

Our  first  witness  today  will  be  Mr.  James  J.  Carey  who  is  the 
Vice  Chairman  of  the  F  deral  Maritime  Commission.  Mr.  Carey, 
we  will  let  you  introduce  the  people  who  are  accompanving  you. 

STATEMENT  OF  JAMES  J.  CAREY,  VICE  CHAIRMAN,  FEDERAL 
MARITIME  COMMISSION,  ACCOMPANIED  BY  WILLIAM  JARREL 
SMITH,  JR.,  DIRECTOR  OF  PROGRAMS;  RONALD  D.  MURPHY, 
SPECIAL  ASSISTANT  TO  THE  DIRECTOR  OF  PROGRAMS;  AND 
JOHN  M.  BINSTTI,  OFFICE  OF  THE  GENERAL  COUNSEL 

Mr.  Carey.  Yes,  sir.  Good  afternoon,  Mr.  Chairman,  and  thank 
you.  My  name  is  Jim  Carey,  and  I  am  the  Vice  Chairman.  With  me 
today  on  my  left  is  Mr.  Jerry  Smith  who  is  our  Director  of  Pro- 
grams. On  my  right  is  Mr.  Ron  Murphy  who  heads  up  the  working 
group  for  our  Tariff*  Automation  Committee.  And  on  my  extreme 
left  is  Mr.  John  Binetti  from  our  General  Counsel's  Office  who  has 
bandied  the  legal  work  for  our  committee  thus  far. 

We  sincerely  appreciate  the  opportunity  to  testify  before  you  this 
afternoon  on  a  matter  that  we  feel  is  of  major  importance  to  both 
the  smooth  functioning  of  Government  and  the  economic  efficiency 
of  the  maritime  community;  namely,  some  manner  of  automating 
tariff  filing  to  bring  our  industry  in  consonance  with  the  rest  of  the 
international  business  world. 

The  issue  of  tariff  automation  is  one  which  the  maritime  indus- 
try and  the  Commission  has  been  cognizant  of  for  quite  some  t^me, 
but  for  a  variety  of  reasons  the  subject  of  automation  has  not  been 
pursued  in  the  past.  I  think  that  we  have  now  reache*  the  point 
where  not  to  do  so  would  place  the  Commission's  management  re- 
sponsibility and  judgment  in  question. 
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We  currently  manage  one  of  the  largest  public  data  bases  in  the 
world  containing  the  tariff  publications  of  all  ocean  common  carri- 
ers in  the  foreign  and  domestic  offshore  commerce  of  the  United 
States.  These  tariffs  are  basically  price  lists,  company  catalogs  so  to 
speak,  and  are  mandated  by  section  8(a)  of  the  new  Shipping  Act  of 
1984  which  requires  that  these  tariffs  be  filed  at  the  Commission. 
Tariffs  are  not  simple  price  sheets.  Rather  they  are  complex  doc- 


line's  rules  for  packing,  and  size,  and  weight,  and  so  forth  for  car- 
rying goods  via  ocean  commerce.  The  tariffs  contain  rates  for  each 
commodity  that  a  carrier  transports,  and  it  lists  them  between  the 
stated  geographical  points.  And  in  some  cases,  there  are  three  or 
four  pages  of  rules  which  govern  the  application  of  freight  rates  on 
a  given  shipment. 

By  law,  the  carriers  are  prohibited  from  charging  rates  different 
from  those  on  file  at  the  Commission,  and  thus  the  tariff  stands  as 
a  benchmark  upon  which  to  measure  illegal  rebating  and  to  carry 
out  the  enforcement  mandates  assigned  to  the  Commission  by  the 
Congress. 

In  fact,  tariffs  form  the  informational  hub  of  the  ocean  transpor- 
tation industry,  because  they  are  used  by  importers  and  exporters 
to  compare  freight  charges  for  the  shipment  of  goods.  They  are 
used  by  carriers  to  transmit  prices  and  rules  and  regulations  to  all 
of  their  sales  offices  as  well  as  to  their  shippers,  and  in  fact  to  mon- 
itor the  prices  being  charged  by  their  competitors. 

They  are  used  by  freight  forwarders  and  nonvessel  operating 
common  carriers  to  determine  available  freight  rates  to  them.  And 
finallv»  they  are  used  by  the  Commission  to  carry  out  our  congres- 
sional mandate  through  the  analysis  of  rate  patterns,  the  assess- 
ment of  the  competitive  conditions  within  given  trades,  and  to  gen- 
erally carry  out  our  various  surveillance  and  enforcement  responsi- 
bilities. 

There  are  several  reasons  that  we  feel  drive  the  need  to  finally 
automate  tariff  filing.  More  recently,  section  18(a)  of  the  new  Ship- 
ping  Act  of  1984  mandates  that  the  Commission  for  5  year?  collect 
and  analyze  information  on  increases  or  decreases  in  the  level  of 


This  is  literally  impossible  to  do  without  the  availability  of  auto- 
mated information  simply  because  of  the  immensity  of  the  data 
base  involved. 

Second,  the  tariff  information  itself  has  a  great  deal  of  economic 
and  competitive  value  to  shippers,  and  carriers,  and  other  import- 
ers and  exporters  in  the  industry.  The  ability  to  file,  and  retrieve, 
and  evaluate  tariff  information  nas  the  potential  of  producing  sig- 
nificant economies  in  the  private  sector,  and  quite  frankly  in 
America's  ability  to  compete  in  the  world  market. 

And  then  third,  the  sheer  volume  of  paperwork  at  the  Commis- 
sion is  making  it  increasingly  difficult  if  not  humanly  impossible  to 
carry  out  our  congressional  mandate  to  examine  and  file  tariff  as 
they  are  received  as  we!  as  analyze  the  data  that  they  contain. 

Like  most  price  lists,  tariff  rates  are  constantly  changing  as  new 
services  are  addea  or  as  new  commodities  are  added,  or  as  the  nat- 
ural dynamics  of  competition  and  the  free  market  system  dictate 
changes.  Today  we  have  roughly  4,500  tariffs  on  file  at  the  Com- 
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mission,  some  litercJly  the  size  of  the  Manhattan,  NY,  telephone 
directory.  And  each  time  a  change  is  made,  a  new  page  is  filed. 

This  year,  approximately  600,000  pages  will  be  filed  with  the 
Commission  reflecting  over  3  million  separate  rate  changes.  And  as 
the  tempo  of  the  international  business  arena  has  increased,  there 
has  been  a  steady  increase  in  the  number  of  taritTs  on  file  at  the 
Commission  and  the  volume  of  annual  filings  over  the  past  20 
years. 

In  1935,  there  were  only  about  2,300  tariffs  on  file,  and  there 
were  some  8,400  tariff  pages  of  changes  that  were  filed  during  that 
year.  But  with  the  increasing  deluge  of  paperwork  fi>I  the 
Commission  with  the  20-year  change  from  8,400  pages  3r 
600,000  pages,  it  has  become  overwhelming. 

Not  only  that,  but  the  Commission's  maintenance  of  tariE  .8  in 
my  opi^.ion  currently  accomplished  in  an  outmoded  fashion  of 
naanuaily  inserting  new  pages  and  reprinted  pages  iuto  three  ring 
binder  notebooks  which  are  then  kept  open  for  public  inspection.  I 
can  only  compare  this  operation  to  the  telephone  company  reprintr 
ing  the  page  of  a  directory  every  time  that  a  telephone  number  is 
changed  or  a  subscriber  is  added. 

The  value  of  tariffs  to  the  American  public,  both  shipper,  con- 
sumer, importer,  and  exporter  is  perhaps  best  reflected  by  the 
value  of  cargo  moving  under  these  ocean  tariffs  and  the  actual 
physical  number  of  shipments. 

In  1983,  the  total  \cdue  of  cargo  carried  in  the  U.S.  oceanbome 
foreign  trade  of  both  imports  and  exports  was  some  $267  billion 
worth.  And  well  over  half  of  this  is  transported  in  the  liner  trades 
and  is  thus  governed  by  the  tariffs  that  are  filed  with  the  Commis- 
sion. 

We  roughly  estimate  that  some  12,000  bills  of  lading  cjre  pre- 
pared each  work  day  representing  transactions  or  shipments  under 
these  tariffs.  In  the  United  Stat^/ Japan  trade  alone,  we  estimate 
that  there  are  over  1  million  transactions  annually  and  between 
150,000  and  200,000  in  the  United  States  to  Great  Britain  trade. 

The  average  commodity  value  of  just  one  of  these  shipments  is 
estimated  at  approximately  $50,000.  And  this  all  results  in  an 
annual  freight  revenue  from  commodities  moving  under  these  tar- 
iffs of  $12  to  $14  billion  for  the  total  maritime  industry  of  which 
approximately  $3  to  $3.5  billion  accrues  to  our  own  U.S.  flag  carri- 
ers. 

Because  of  these  huge  dollar  values  and  its  obvions  economic  and 
marketplace  importance,  this  rate  and  tariff  infonnation  is  bei  ig 
constantly  copied  and  dispatched  by  wire,  post,  and  courier  by  com- 
mercial companies  to  customers  with  particular  shipping  rate  and 
route  inquiries. 

And  simultaneously  with  providing  their  tariff  filings  with  the 
Commission,  these  carriers  are  also  attempting  to  place  this  rate 
infoi  i~iiHtion  into  the  hands  of  their  customers,  and  notifying  their 
intern  il  billing  people  and  so  forth  as  they  are  also  attempting  to 
acquire  this  same  information  on  competitive  steamship  lines  who 
have  a  need  io  keep  their  own  rates  competitive. 

In  1983,  we  conducted  a  survey  of  industry  views  regarding  tariff 
automation.  That  survey  reflected  extensive  industry  support  from 
both  shippers  and  carriers  for  the  concept  of  tariff  automation  sup- 
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ported  by  a  reasOiiable  user  fee.  And  I  would  add  that  there  were 
also  some  concerns  expressed. 

And  these  included  concerns  about  cost,  the  ability  to  retrieve 
only  selected  information,  and  the  lack  of  a  standardized  commodi- 
ty classification  system  in  order  for  automating  equipment  to  effi- 
ciently handle  the  almost  infinite  number  of  trade  route  and  cargo 
combinations. 

We  followed  this  study  with  the  publication  of  a  notice  in  the 
Federal  Register  to  which  there  were  some  31  comments  received 
m  response  to  that  notice.  And  many  of  them  raised  significant 
issues  both  of  a  policy  and  a  legal  nature  that  we  felt  should  be 
addressed. 

So  after  a  considerable  amount  of  staff  work  on  how  best  to  pro- 
ceed, in  Septeirber  1984,  our  then-Chairman  Alan  Green  estab- 
lished a  task  force  under  the  chairmeinship  of  myself  to  develop  a 
systematized  approach  and  a  development  plan,  and  to  proceed 
with  an  effort  to  determine  how  best  really  to  approach  our  entire 
tariff  automation  problem. 

Operating  from  the  perspective  that  the  vast  majority  of  the  use 
and  value  of  tariffs  accrues  to  the  industry  rather  than  the  Com- 
mission, Chairman  Green  adopted  certain  goals  which  he  was  hope- 
ful an  automated  tariff  filing  system  would  achieve,  and  I  have 
listed  these. 

They  are,  one,  that  we  should  try  to  determine  if  the  automated 
system  could  be  operated  by  the  private  sector.  Two,  to  determine 
if  the  system  could  be  financially  self-sufficient  through  the  assess- 
ment of  user  charges  fr^r  access  to  the  information.  Three,  to  deter- 
mine if  access  by  the  Commission  could  be  without  cost.  Four,  to 
deterniine  if  the  integrity  of  this  system  could  be  ensured  by  the 
Commission  through  the  development  and  owrership  of  software 
which  would  control  entry  into  the  system. 
Five,  to  determine  if  a  means  could  be  constructed  to  minimize 
J  ^^'^y^listic  control  of  a  single  company  operating  the  system, 
and  if  efforts  could  be  made  to  preserve  existing  satellite  compa- 
nies already  in  this  business  and  still  engaged  in  the  dissemination 
of  tariff  data. 

Six,  to  determine  the  feasibility  of  the  premise  that  contractual 
arrangements  for  electronic  filing  would  not  curtail  the  ability  of 
tne  public  to  have  access  to  tariff  documents  now  routinely  made 
available  in  public  document  rooms  or  otherwise. 

Seven,  to  determine  if  a  system  could  be  devised  'vhereby  con- 
tractual arrangements  for  electronic  filing  systems  would  not  inter- 
fere with  public  access  under  the  Freedom  of  Information  Act. 

Eight,  to  determine  if  the  burden  imposed  upon  tariff  filers  to 
comply  with  the  technical  requirements  for  filing  tariffs  in  an  auto- 
mated system  could  be  minimized. 

Nine,  to  determine  if  any  system  exists  or  could  be  developed 
whereby  the  Federal  Maritime  Commission  would  retain  the  final 
authority  to  reject  filings  that  do  nut  comply  with  agency  require- 
ments, and  to  determine  if  the  public  availability  of  information 
pursuant  to  the  Freedom  of  Information  Act  and  other  statutes  was 
any  problein. 

Ten,  to  determine  if  an  electronic  filing  system  would  be  able  to 
maintain  historical  records  that  could  be  retained,  then  retrieved, 
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and  reproduced  for  legal  evidentiary  purposes  that  we  would  need, 
and  to  comply  with  governmental  records  retention  requirements. 

Eleven,  to  determine  if  the  electronic  filing  system  could  be  de- 
signed to  prevent  unauthorized  modification  or  tampering  with  the 
data,  and  to  preserve  the  integrity  of  tariffs  within  the  data  base, 
and  yet  allow  the  identification  of  errors  and  authorize  their  cor- 
rection. 

And  then,  finally,  to  determine  if  such  a  system  would  still  pro- 
vide that  all  fees  for  the  use  of  the  electronic  filing  system  either 
for  the  filing  of  documents,  or  retrieval,  or  reproduction  would  be 
reasonable  and  not  deter  or  impair  public  use  of  this  information. 

I  am  sure  that  you  recognize  some  of  these,  Mr.  Chairm£m,  be- 
cause we  got  them  from  questions  that  you  in  fact  had  raised  a 
number  of  years  ago. 

Now  these  are  an  extensive  array  of  goals  that  contain  some  in- 
herent conflicts  on  their  face.  We  saw  early  on  that  their  nature 
and  complexity  required  that  we  carefully  evaluate  the  market  for 
tariff  information,  and  work  closely  with  tho  maritime  industry  in 
determining  how  our  mutual  goals  of  industry  and  Government 
could  be  achieved. 

Earlier  this  year,  the  Commission  sent  questionnaires  to  a  croes- 
section  of  the  maritime  community,  and  we  are  currently  in  the 
process  of  establishing  what  is  for  us  a  first-ever  industry  advisory 
committee.  And  in  April  of  this  year,  we  published  a  notice  in  the 
Federal  Register  announcing  ovr  intent  to  establish  that  advisory 
committee,  and  soliciting  comments  about  the  committee  and  how 
it  should  be  structured  as  well  as  inviting  volunteers  to  participate 
in  that  committee. 

And  we  are  now  in  the  process  of  evaluating  the  responses  and 
plan,  in  fact,  to  form  the  committee  itself  within  the  next  2 
months. 

It  is  our  analysis  that  the  next  logiccd  step  for  us,  because  we  do 
not  have  the  technical  expertise  inhouse  to  do  \t,  is  to  contract  for 
a  feasibility  study  that  will  evaluate  and  analyze  some  of  the  vari- 
ous alternatives  that  are  available  to  us  that  will  answer  some  of 
these  questions  and  their  cost,  and  perfonn  the  necessary  market 
research  to  evaluate  the  probable  success  of  all  of  the  various  op- 
tions that  we  might  come  up  with. 

And  wc  would  look  at  accomplishing  this  over  the  next  10  to  15 
months,  and  then  I  think  that  we  will  have  some  answers  on  which 
to  determine  just  how,  or  even  possibly  if,  we  move  forward.  And 
once  this  is  accomplished,  I  think  that  we  then  would  be  in  a  posi- 
tion to  deteriTiine  which  options  we  can  pursue.  And  I  can  assui*e 
the  committee  that  we  would  then  be  more  than  pleased  to  come 
back  and  advise  you  on  lyhat  we  have  learned  and  what  directions 
seem  to  make  sense  to  us  at  that  point. 

I  would  like  to  close  my  statement  today  by  indicating  that,  in 
my  opinion,  tariffs  are  needed  by  the  public.  The>  are  not  solely  for 
the  steamship  lines,  or  for  the  Commission,  or  for  the  Government. 
The  information  placed  in  tariffs  by  the  steamship  lines  is  for  the 
most  part  for  their  users'  benefit,  not  just  for  the  benefit  of  the 
Commission. 

And  the  Commission's  role  in  this  whole  process  is  to  establish 
the  guidelines  of  how  this  is  to  be  accomplished,  differentiate 
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lawful  and  fair  practices  from  those  which  are  unlawful  or  unfair, 
to  insure  that  importers  and  exporters  receive  fair  and  nondiscrim- 
inatory treatment,  and  that  the  users  of  the  carriers'  services  are 
not  overcharged  or  undercharged. 

To  accomplish  these  objectives,  the  Commission's  tariff  files  have 
the  tremendous  potential  to  provide  a  single  source  of  accurate  and 
complete  rate  information.  This  can  only  be  so  and  can  readily  ben- 
efit the  public,  however,  if  the  information  is  readily  accessible  in  a 
form  that  the  public  can  readily  use.  Any  data  base  of  tariff  infor- 
mation therefore  must  be  available  to  all  and  serve  their  legitimate 
commercial  interests. 

To  meet  this  standard,  I  understand  that  there  can  be  no  monop- 
oly over  the  information,  no  undue  impediment  to  its  access,  or  no 
preferential  treatment  concerning  who  may  obtain  the  data. 

At  the  same  time,  the  Commission  also  recognizes  that  tariff  in- 
formation has  potentially  high  commercial  value.  And  with  this 
recognition,  the  Commission  believes,  based  on  our  survey  of  the 
industry,  that  the  commercial  parties  who  use  the  information 
would  be  willing  to  pay  a  reasonable  fee  for  it,  be  it  to  us  or  to  a 
private  vendor  who  actually  does  the  bits  and  bytes  work. 

At  this  point,  the  feasibility  of  our  aspirations  in  this  undertak- 
ing is  yet  to  be  determined.  There  remains  the  feasibility  study  to 
be  conducted  during  the  next  10  to  15  months,  and  then  analyzed 
in  the  forthcoming  studies  will  be  various  implementation  strate- 
gies and  approaches  to  ensure  that  if  we  find  a  system  that  is 
workable  that  the  implementation  will  ir.  fact  be  fair  and  practical. 

However,  as  I  hope  my  statement  makes  clear,  in  my  opinion,  it 
is  premature  at  this  time  to  state  with  reliability  which  direction 
we  will  be  going  or  what  particular  solution  will  prove  more  benefi- 
cial. We  anticipate  that  the  input  of  the  advisoiy  committee  in  all 
of  these  various  steps  will  be  ver>  useful  in  our  decisionmaking 
process.  Because  in  most  cases,  it  has  been  our  observation  that  the 
industry  is  already  light  years  ahead  of  us  in  knowing  just  what 
automation  can  do  to  render  U.S.  industry  competitive. 

I  would  like  to  close  by  reiterating  that  at  this  point  the  Commis- 
sion does  not  see  itself  in  the  role  of  a  purveyor  of  commercial 
data,  and  it  is  not  in  our  current  plans  to  go  into  the  data  manage- 
ment business  for  a  specialized  clientele. 

However,  all  indications  are  that  the  technology  and  the  demand 
exist  for  implementing  tariff  automation  now.  And  with  this  com- 
mittee's guidance,  we  would  like  very  much  to  continue  to  proceed 
at  least  through  the  evaluation  of  the  feasibility  phase.  And  then 
as  I  volunteered  earlier,  we  would  be  pleased  to  return  to  advise 
the  committee  op  what  we  have  Tound  and  where  we  would  like  to 
go  from  there. 

With  that,  I  would  like  to  thank  you  for  the  opportunity  to  let 
you  know  how  we  see  this  problem  and  what  we  would  like  to  do 
about  it.  And  we  would  be  very  pleased  to  answer  any  question. 

[The  prepared  statement  of  Mr.  Carey  follows:] 
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WRITTEN  STATEMENT  OF  JAMES  J.  CAKEY 
VICE  CHAIRMAN,  FEDERAL  MARITIME  COMMISSION 
BEFORE  THE  SUBCOMMITTEE  ON  GOVERNMENT  INFORMATION, 
JUSTICE,  AND  AGRICULTURE  OF  THE  HOUSE  COMMITTEE 
ON  GOVERNMENT  OPERATIONS  CONCERNING 
AN  AUTOMATED  TARIFF  FILING  INFORMATION  SYSTEM 


Chairnidn  Lnglish  and  Members  of  the  Subcommittee: 
The  Federal  Maritime  Commission  sincerely  appreciates  the 
opportunity  to  testify  before  you  this  afternoon  on  a  matter  of 
major  importance  to  both  the  smooth  functioning  of  government  and 
the  economic  efficiency  of  the  maritime  community;  namely,  som* 
manner  of  automating  tariff  filing  to  bring  our  industry  in 
consonance  with  the  rest  of  the  international  business  world. 
The  issue  of  tariff  automation  is  one  which  the  maiitime  industry 
and  the  Commission  h»8  been  cognizant  of  for  quite  some  time,  but 
for  a  variety  of  re^tsons  the  subject  of  automation  has  not  been 
pursued  in  the  past.  I  think  we  have  now  reached  the  point  where 
rot  to  do  80  would  place  our  management  responsibility  and 
judgment  in  question. 

The  Commission  cur  rent ly  manages  one  of  the  largest  publ ic 
data  bases  in  the  world  containing  the  tariff  publications  of  all 
ocean  common  carriers  in  the  forei9n  and  doirest^c  offshore 
commerce  of  the  United  States.  These  tariffs  are  basically  price 
lists,  company  catalogs  so  to  speak,  and  are  mandated  by  Section 
8{a)  of  the  Shipping  Act  of  1984  which  requires  that  the  tariffs 
be  filed  at  the  Ccmmisaion. 
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Tariffs  are  not  simple  price  sheets.  Rather,  they  are 
complex  documents  which  contain  the  rates,  charges,  and  all  the 
shipping  line's  rules  for  packing,  size,  weight,  etc.  for 
carrying  goods  via  ocean  transportation.  The  tariffs  contain  the 
rates  for  each  commodity  that  a  carrier  transports  between  stated 
geographical  points,  and  in  some  cases,  3  or  4  pages  of  rules 
which  govern  the  application  of  freight  rates  on  a  given 
shipment  By  law,  the  carriers  are  prohibited  from  charging 
rates  different  from  those  on  file  at  the  Commission  and  thus  the 
tariff  stands  as  a  benchmark  upon  which  to  measure  illegal 
rebating  and  to  carry  out  the  enforcement  mandates  assigned  to 
the  Commission  by  the  Congress. 

Tariffs  form  the  informational  "hub"  of  the  ocean 
transportation  industry.  They  are  used  by  i*nporters  and 
exporters  to  evaluate  freight  charges  for  a  shipment  of  goods;  by 
carriers  to  transmit  prices  and  rules  and  regulations  to  all 
their  sales  offices  as  well  as  to  shippers,  (and  to  monitor  the 
prices  being  charged  by  their  competitors);  by  freight  forwarders 
and  non-ve&sel  operating  common  carriers  to  detern»ine  available 
freight  rates;  and  by  the  Commission  to  carry  out  our 
Congressional  mandate  through  the  analysis  of  rate  patterns/ 
assessment  of  the  competitive  conditions  within  trades,  and  to 
generally  carry  out  our  various  surveillance  and  enforcement 
responBibil itieB, 
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There  are  several  reasors  that  we  feel  drive  the  need  to 
finally  automate  tarifT  filino.  More  recently,  Section  18(a)  of 
the  new  Shippino  Act  of  19H4  mandates  that  the  Commission,  for 
five  years,  collect  aiid  analyze  information  on  increases  or 
decreases  in  the  level  of  tariffs.  This  is  literally  impossible 
to  do  without  the  availability  of  automated  information  simply 
because  of  the  immensity  of  the  data  base  involved.  Secondly, 
the  tariff  infcrnation  itself  has  «  great  deal  of  economic  and 
competitive  value  to  shippers,  carriers,  and  other  importers  and 
exporters  in  the  industry.  T^.e  ability  to  file,  retrieve  and 
evaluate  tariff  information  has  the  potential  of  producing 
signit  cant  efficiencies  in  the  private  sector  and  quite  fr«iik3y 
in  American's  ability  to  compete  in  the  world  narket.  And  third, 
the  sheer  voxume  of  paperwork  at  the  Coiunission  is  making  it 
increasingly  difficult  if  not  humanly  impossible  to  carry  out  our 
Congressional  mandate  to  examine  and  file  tariffs  as  they  ace 
received,  as  well  as  to  analyze  the  data  contained  therein. 

Like  most  price  lists,  tariff  rates  are  constantly  changing 
as  ne"  services  are  added,  as  new  commodities  enter  our  comToerce, 
or  as  the  natur-il  dynamics  of  competition  and  the  free  nai!:*t 
dictate  changes.  Today,  we  have  roughly  4500  tariffs  on  file  at 
the  Commission,  some  literally  the  size  of  the  Manhattan,  NY 
telephone  directory.  Each  time  a  change  is  made,  a  new  page  has 
to  be  filed.  '^his  year,  approximately  600,000  pages  will  be 
filed  with  the  Commission,  reflecting  over  3  million  separate 
rate  changes. X/    As  the  tempo  of  the  international  business  arena 


1/  Exhibit    A    details    these    data    for    fiscal    year  1984. 
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has  increaeedf  there  h!i8  been  a  steady  increase  in  the  number  of 
tariffs  on  file  at  the  Conuniseion  and  the  volume  of  annual 
filings  over  the  past  20  years.  In  1965  there  were  only  about 
2300  tariffs  on  file,  while  6400  tariff  pages  containing  rate 
changes  were  filed  during  that  year. 2/  The  increasing  deluge  of 
paperwork  filed  at  the  Commission  with  the  20  year  change 
from  6500  pages  to  over  600,000  pages  has  become  overwhelming. 
Not  only  that,  but  the  Commission's  maintenance  of  tariffs  is 
currently  accomplished  in  the  outmoded  fashion  of  manually 
inserting  new  pages  and  re-printed  pages  into  3-ring  binder 
notebooks  which  are  kept  open  to  public  inspection.  I  can  only 
compare  this  operation  to  the  telephone  company  re-printing  the 
page  of  a  directory  every  time  a  telephone  number  is  changed  or  a 
subscriber  is  added. 

The  value  of  tariffs  to  the  American  public,  both  shipper, 
consumer,  importer  and  exporter,  is  perhaps  best  reflected  by  the 
v^l"^  of  cargo  moving  under  these  ocean  tariffs  and  the  actual 
physical  number  of  shipments.  In  1983  the  total  value  of  cargo 
carried  in  the  United  States  oceanborne  foreign  trade,  both 
import?;  ano  exports,  was  $267  billion.  well  over  half  of  this 
($139  billion)     was  transported    in    the    "liner  trades"      and  is 

Exhibits  B  and  C  illustrate  the  growth  in  the  number  of 
tariffs  on  file  and  the  number  of  tariff  f  **  linqs, 
respectively. 
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governed  by  the  tariffs  filed  with  the  Commission.  We  roughly 
e&timate  that  some  12,000  bills  of  lading  are  prepared  each  work 
day  representing  transactions  or  shipments  under  these  tariffs. 
In  the  U.S./*3apan  trade  alone  we  estimate  that  there  are  over  h 
million  transactions  anrually,  and  between  153,000  and  20u,000 
in  the  U.S./U.K,  Trade.  The  average  commorlity  value  of  just  one 
of  these  shipments  is  estimated  at  approximately  $50,000.00. 
This  esultB  in  ar.  annual  freight  revenue  from  commodities  moving 
under  the  tariffs  of  $12-14  billion  for  the  maritime  industry,  of 
which  approximately  $3-3.5  billion  accrues  to  our  own  U.S.  flag 
carriers. 

Because  of  these  huge  dollar  values  and  its  obvious  economic 
an3  marketplace  importance,  this  rate/tariff  information  is  being 
constantly  copied  and  dirpatched  by  wir*»,  post  and  courier  by 
commercial  companies  to  custcniers  with  p>articular  shipping 
rate/route  inquiries.  Simultaneously  witn  prjoviding  their  tariff 
filings  with  the  Commission,  carriers  are  attempting  to  place 
their  rate  information  into  tne  hands  of  their  customers  and 
notifying  their  internal  billing  stations,  etc.,  of  billing 
deciS}ons.  Also  attempting  to  acquire  this  same  information  are 
competitive  steamship  lii.cs  who  have  a  need  to  keep  their  own 
rates  com petit ive. 

In  1983,  we  conducted  a  survey  of  industry  views  regarding 
tariff  automation.  That  survey  reflected  extensive  industry 
support  from  both  shippers  and  carriers  for  the  concept  of  tariff 
aiitomation  supported  by  a  reasonable  user  fee.     I  would  add  that 
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there  were  also  some  concerns  expressed.  They  included  concerns 
abcut  cost,  ihe  ability  to  retrieve  only  selected  information, 
and  thr  lack  of  e  standardized  con^modity  classification  system  in 
order  for  a'ltomating  equipment  to  efficiently  handle  the  almost 
infinite  nui.iter  of  trade  route/carv^c  combinations.  We  followed 
this  study  with  the  publication  of  a  Notice  in  the  Federal 
Register  of  "Sources  Sought  for  Paperless  Federal  ffjritiia* 
Commission  ElwCtronic  Filing,  Storage  and  Retrieval  System  tor 
Tariffs."  There  were  31  comments  received  in  response  to  that- 
Notice.  Many  of  them  raised  significant  issues  both  of  a  policy 
and  legal  nature  that  we  felt  should  be  addressed.  After  a 
considerable  amount  of  staff  work  as  to  how  best  to  proceed,  in 
September  1984,  our  then  Chairman  Alan  Green  established  a  task 
force  under  the  chairmanship  of  myself.  Vice  Chairman  Carey,  to 
develop  a  systematized  approach  and  a  development  plan,  and  to 
proceed  with  an  ef^'ort  to  determine  hew  best  tc  approach  our 
^.r/.,\it    taiiff  automation  problem. 

Operating  from  the  perspective  that  the  v«st  majority  of  the 
use  and  value  of  tariffs  accrues  to  the  industry  rather  than  the 
Commission,  Chairmen  Green  adopted  certain  goals  which  he  was 
hopeful  an  automated  tariff  system  could  achieve.  Thost  goals 
were : 

1.  To  determine  if  the  automated  system  could  be  ooerattd 
by  the  private  sector. 

2.  To  determine  if  the  system  could  be  financially  self- 
sufficient  through  the  assessment  of  user  charges  for  access  to 
the  information. 
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10.  To  determine  if  an  electronic  filing  system  would  be 
able  tc  maintain  historical  records  that  could  be  letained, 
retrieved,  and  reproduced  for  legal  evidentiary  purposes  and  to 
comply  with  governmental  records  retention  requirements. 

11.  To  determine  if  the  electronic  filing  system  could  be 
designed  to  prevent  unauthorized  modification  or  tampering  with 
data  and  to  preserve  the  integrity  of  tariffs  within  the  data 
base,  yet  allow  the  identification  of  errors  and  authorize  their 
correction. 

12.  To  deteriPine  if  such  a  system  would  still  provide  that 
all  fees  for  the  use  of  the  electronic  filing  system,  either  for 
filing  of  documents  or  retrieval  and  reproduction  of  documents 
would  be  reasonable  and  not  deter  or  impaii  the  public  use 
thereof. 

NOW,  these  are  an  extensive  array  jf  goalc  that  contain  some 
inherent  conflicts  on  their  face.  We  Scw  early  on  that  their 
nature  and  complexity  required  that  we  carefully  evaluate  the 
market  for  tariff  information  and  work  closely  with  the  maritime 
industry  in  determiMng  how  our  mutual  goals  of  industry  and 
government  could  be  achieved.  Earlier  this  year,  the  Comi^iission 
sent  questionnaires  to  a  cross-section  of  the  maritime  community, 
and  we  are  currently  in  ths  process  of  establishing  for  us,  a 
"first  ever"  industry  advisory  committee.  In  April  we  published 
a  notice  in  the  Federal  Register  announcino  our  intent  to 
establish  this  advisory  committee  and  solic^ti*<g  comments  about 
the      c  Timittee      and      how      it      should      be      structured  as 
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well  as  inviting  volunteers  to  participate  in  the  advisory 
coninittee.  He  are  now  xn  the  process  of  evaluating  the  responses 
and  plan  to  be  forming  the  committee  itself  within  the  next  two 
months.  It  is  our  analysis  that  the  next  logical  step  for  us  (we 
don't  have  the  technical  expertise  in~house  to  do  it)  is  to 
contract  for  a  study  that  will  evaluate  and  analyze  some  of  the 
various  al ternati<'es  that  are  available  to  us  ^-hat  will  answer 
come  of  these  questions  (and  their  cost),  and  perform  the 
necessary  market  research  to  evaluate  the  probable  success  of 
these  various  options.  He  would  look  at  accomplishing  this  over 
tlie  next  10-1'^  months,  and  then  I  think  we  will  have  some  answers 
on  which  to  determine  just  how,  or  even  possibly  "if"  we  move 
forward.  Once  this  is  accomplished  we  will  then  be  in  a  position 
to  determine  which  option  to  pursue  and  I  can  assure  the 
Committee  we'd  be  more  than  pleased  to  come  back  and  advise  the 
Committee  on  what  we've  learned  and  which  dirctction  we'd  like  to 
go. 

I  would  llki  to  close  my  statement  today  by  indicating  that 
tariffs  are  needed  by  the  public.  They  are  not  solely  for  the 
steamship  lines,  the  Commission  or  the  government.  The 
information  placed  in  tariffs  by  the  steamship  lines  is  for  the 
most  part  for  their  users  benefit,  not  just  for  the  benefit  of 
the  government.  The  Commission's  role  in  thib  process  is  to 
establish  the  guidelines  of  how  this  is  tc  be  accomplished, 
differentiate  lawful  and  fair  practices  from  those  which  are 
unlawful    or    unfair,    to    insuie    that    importers    and  exporters 
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receive  fair  and  non-discriminatory  treatment,  and  that  users  of 
the  carriers*  services  are  not  over-charged  or  under-charged.  To 
accomplish  these  objectives  the  COL.mis8ion* s  tariff  files  have 
the  tremendous  potential  to  provide  a  single  ^ource  of  accurate 
and  complete  rate  information.  This  can  only  be  so  and  can  only 
benefit  the  public,  however/  if  the  informaticn  is  readily 
accessible  in  a  form  the  public  can  leadily  use.  Any  data  base 
of  tariff  information,  therefore,  must  be  available  to  all  and 
serve  their  legitimate  commercial  interests.  To  meet  this 
standard,  I  understand  that  there  can  be  no  monopoly  over  the 
information,  no  undue  impediment  to  it<  access,  or  no 
preferential  treatment  concerning  who  may  obtain  the  data.  At 
the  samr  time  the  Commission  also  recognizes  that  cariff 
information  has  potentially  high  commercial  value.  With  this 
recognition,  the  Commission  believes  based  on  our  survey  o*  the 
industry  that  the  commercial  parties  who  use  the  intom^tion 
would  be  villing  to  pay  a  reasonable  fee  for  it,  be  it  to  us  or 
to  a  private  vendor  who  does  the  actual  bits  and  bytes  work. 

At  this  point,  the  feasibility  of  our  aepi'-ations  \n  this 
undertaking    is    yet    to    be    determined.  There    remains  the 

feasibility  study  to  be  conducted  during  the  next  10-15  months 
and  no  definitive  market  research  has  yet  been  completed. 
Analyzed  in  the  forthcoming  studies  will  be  various 
implementavion  strategies  and  approaches  to  insure  tuat  if  we 
find  a  system  that's  workaole,  the  implementation  will  be  fair 
and  practical.  However,  as  I  hope  my  statement  makes  cleai*,  in 
opinion,  it's  premature  at  this  time  to  state  with  leliability 
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which  direction  we  will  be  going  or  what  particular  solution  will 
prove  more  beneficial.  We  anticipate  that  the  input  of  the 
advisory  committee  in  all  these  various  steps  will  be  very  useful 
in  the  decision  making  v^ocess.  In  most  cases,  it  is  our 
observation  that  the  industry  is  already  light  years  ahead  of  us 
in  knowing  just  what  automation  can  do  to  render  U.S.  industry 
competitive  in  the  "village"  of  in^-ernational  trade. 

I  would  lik<¥  to  close  by  reiterating  that  at  this  point  the 
Commission  does  not  see  itself  in  the  role  ojf  a  purveyor  of- 
commercial  data,  and  it  is  not  in  our  current  plans  to  go  into 
''he  data  management  business  for  a  specialized  clientele. 
Bowever,  all  indications  are  that  the  technology  and  the  demand 
exists  for  implementing  tariff  automation  now,  and  with  the 
Commit  «e' s  gui dance,  we  would  like  **ery  much  to  continue  to 
proceed  at  least  through  the  evaluation  of  the  feasibility  phase 
and  then,  as  I  volunteered  earlier,  we  would  be  pleased  to  return 
to  advise  the  Committee  wb^t  we've  found  and  where  we'd  like  to 
go  from  there. 


ERIC 


203 


e:;hibit  a 


FEDERAL  HARITIHE  GOMHZSSION 
Piscal  Year  1984  Tariff  Piling         ^.S.  Foreign  Trades 


Tariffs  on  File  (end  of  FY)  4,544 

New/Replacement  Tariffs  Received  922 
Pages  to  New/Replacement  Tariffs 
Amended  7eriff  ^ages  Received 

Total  Pagea  Filed  580,975 

Rate  Changes  (Est.)  in  New/R<»p]  a  cement  Tariffs  131,846 

Rate  Changes  (Est,)  in  Tariff  Amendments  3,439,053 
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Exhibit  B 


NUHBCR  or  TAI^irrS  IN  U.S.  FOREIGN  TRADES 


iTISCAL 

NUHBER  OF 

YEAR 

TARirrs 

1963 

1,651 

1964 

1 , 967 

1965 

2,317 

1966 

2, 335 

1967 

2,514 

1966 

2,114 

1969 

2, 582 

1971 

2, 595 

1971 

2,718 

l«72 

3,115 

1973 

3^51 

1974 

3,182 

1975 

3«174 

1976 

3,317 

1977 

^,291 

1978 

2,932 

1979 

3,143 

1961 

3,517 

1981 

3,891 

1982 

3,613 

1963 

4,231 

1964 

4,544 

4  <L 
4  4 
4  ^ 

4 
3  a 
3  t 
3  ii 
3  I 

3 
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Exhibit  C 


NUMBER  or  TARIFF  FILINGS  IN  U.S.  FOREIGN  TRADES 


FISCAL 
YEAR 


1962 
1963 
1964 
1965 
1966 
1967 
1966 
1969 
197f 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1960 
1961 
1962 
1963 
1964 


NUHBE?  OF 
TARirr  FILINGS 


52 
71 
91 

84 

155 
116 
116 
111 
114 
117 
141 
159 
195 
261 
341 
325 
351 
365 
346 
382 
467 
567 
581 


^  4.:i:' 
u 

li  ?  3>:»j  - 
-t 

S     I.-.:,  I 


IJiJMBEF  C'F  TAp;ipF'  PI  LIU' 


n 


'     ^     '     '     '  ^  1  '  »  r  1  1  T  1  1  T  r — 1  r 

1^-1  t*-J 
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Mr.  Fngush.  Thank  you  very  much,  Mr.  Carey.  We  appreciate 
that.  You  identified  a  number  of  goals  of  a  tariff  informati-^n 
system,  and  one  goal  is  that  the  system  **will  operate  in  the  private 
sector." 

Could  you  tell  me  how  a  privately  Ojperated  system  can  accommo- 
date the  administrative  needs  of  FMC? 

Mr.  Carfy.  One  of  the  things  that  I  see  that  it  would  be  able  to 
ao,  as  I  inaicated  earlier,  we  now  handle  these  thin^  manually. 
And  in  fact,  because  of  the  large  number  of  pages  that  come  in,  we 
have  people  checking  them  for  format  and  for  the  technical  re- 
quirements. 

I  would  think  that — well,  no  matter  who  would  do  it,  if  it  were 
eventually  automated,  at  least  there  could  be  software  developed 
that  could  take  care  of  the  examination  aspects.  Again  it  really  de- 
pends on  what  direction  we  determine  to  go  after  the  feasiSility 
study. 

But  if  it  were  an  outside  firm  operating  it  simplv  by  telephone 
modem  hookup,  that  we  would  have  access  to  all  of  the  data.  And 
we  could  use  chat  then  simply  to  be  able  to  do  our  own  data  analy- 
sis, and  our  own  number  crunching,  and  in  fact  do  the  oversig* 
that  we  are  supposed  to  do. 

And  then  finally,  I  guess,  because  I  have  seen  in  the  indu'  y 
both  Oil  the  carrier  side  and  on  the  shipper  and  importer/ expo,  .^r 
side  that  they  are  much  more  into  the  automation  process  than  we 
are,  I  would  think  that  through  the  advisor"  committee  we  can 
pick  up,  quite  frankly,  some  suggestions  and  ideas  from  them  on 
how  better  to  be  able  to  use  this. 

Mr.  Engush.  How  will  FMC  retain  the  final  authority  to  rejea 
filings  if  the  system  were  privately  run? 

Mr.  Carey.  That  I  do  not  ha/e  an  answer  to.  And  it  is  because 
we  just  do  not  have  the  software,  hardware,  or  systems  integration 
experience  or  expertise  in  the  Commission.  It  is  one  of  the  things 
that  we  are  hoping  to  learn  from  the  feasibility  study,  what  exists 
out  there  today  that  can  perhaps  do  this  for  us,  or  what  exists  that 
we  can  huy  and  bring  into  the  Commission  in  both  hardware  and 
software. 

And  then  some  of  these  various  questions  that  I  have  outlined 
with  that  existing  technology;  is  that  something  that  can  be  accom- 
plished? Or  maybe  the  only  way  that  we  can  do  it  is  if  we  have  the 
hardware  per  se  in  the  FMC.  I  just  do  not  know,  and  we  are  look- 
ing to  the  experts  in  that  field  to  tell  us  what  is  doable  and  how  it 
is  accomplishable. 

Mr.  Engush.  Do  you  think  that  it  Is  fair  to  expect  the  system  to 
be  financiallv  self-sufficient  while  providing  fvee  service  to  FMC; 
and  that  question  comes  down  to  why  should  ethers  subsidize  the 


Mr.  Carey.  Well,  I  guess  that  I  do  not  have  the  answer  to  that 
either  in  that  one;  wc  are  not  certain  that  we  will  go  outside,  but 
that  is  one  of  the  options  that  we  have  stressed  in  the  12  points 
that  we  have  put  out,  that  it  is  something  that  we  would  like  to  see 
if  it  is  doable  or  if  it  ^JQAJIAVA  Y«00  X^ 

As  to  whether  it  isTair,  1  guess  that  one  of  the  things  that  I 
would  look  at,  or  at  least  I  think  thnt  some  of  the  companies  that 
are  in  this  business  already  who  would  be  bidding  on  these  con- 
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tracts  should  look  at.  I  think  that  part  of  it  will  be  a  commercial 
decision  that  they  will  have  to  determine  as  to  wh  ether  it  is  some- 
thing that  they  even  want  to  do  or  not.  We  may  not  have  that 
option. 

Mr.  Engush.  The  SEC  system  is  going  to  include  features  and 
mformation  that  are  only  jf  interest  to  the  SEC.  Do  you  anticipa 
that  the  FMC  will  require  the  system  to  include  information^  and 
capabilities  that  will  be  used  only  by  the  FMC? 

Mr.  Carey.  No,  I  really  do  not.  Because  that  does  not  exist  now 
in  the  tariffs  that  are  filed.  In  other  words,  all  of  the  data  that  are 
in  those  tariffs  is  usable  by  the  private  sector.  And  we  also  use  it, 
but  the  industry  also  uses  everything  that  comes  in  on  it.  So  I 
would  not  see  any  particular  single  item  on  there  that  would  be 
usable  only  by  us,  no. 

Mr.  English.  The  SEC  has  paid  almost  $10  million  ard  the 
development  of  EDGAR. 

Do  you  expect  that  the  FMC  will  have  to  contribute  toward  the 
software  development  or  other  startup  costs? 

Mr.  Carey.  I  guess  again  that  I  do  not  have  a  good  answer  for 
you.  Any  contribution  that  we  could  make  currently  I  think  will 
come  out  in  the  feasibilitv  study.  If  it  were  to  be  a  contribution  as 
far  as  the  software  development  by  any  expertise;  no,  we  do  not 
have  that  expertise  in  software  development. 

If  it  is  expertise  in  tariffs;  yes,  we  will  be  giving  all  of  that 
simply  because  I  think  as  a  huge  tariff  data  base  manager  current- 
ly, we  have  probably  some  of  the  best  expertise  in  the  world  in  that 
type  of  thing. 

As  to  any  financial  contribution,  again  I  do  not  think  that  I  will 
know  that  until  we  find  out  what  direction  we  will  be  going,  -md  I 
will  not  know  what  direction  we  will  be  going  until  I  find  out  what 
options  exist.  And  we  really  will  not  have  that  until  we  have  gone 
through  the  feasibility  study  and  have  people  who  understand 
%vhat  software  and  hardware  currently  exists. 

As  you  indicated  in  your  statement,  there  are  currently  many 
companies  that  already  take  the  hard  copy  that  we  have  at  the 
Commission,  and  then  go  keypunch  that  and  sell  that  information. 
And  again  I  would  be  looking  to  the  feasibility  study  to  determine 
this,  but  perhaps  we  do  not  have  to  reinvent  the  wheel.  Maybe  the 
answers  are  already  out  there.  But  I  would  sae  right  now  that  if 
you  look  at  both  the  input  side  where  things  are  input  to  the  Com- 
mission and  then  the  output  side,  it  seems  to  be  highly  automated 
on  both  ends.  The  glitch  is  in  the  middle  and  the  paper  problem  is 
us. 

And  I  would  think  that  if  there  is  some  way  that  we  can  elimi- 
nate at  least  us  being  the  paper  link  so  that  the  thing  can  be  auto- 
mated throughout,  that  everyone  would  gain. 

Mr.  English.  Who  is  going  to  own  the  software  that  operates 
this? 

Mr.  Carey.  Again  I  would  hope  to  learn  that  from  the  feasibility 
study.  It  would  probably— well,  I  should  not  speculate  until  I  have 
some  answers,  and  I  iust  do  not  know. 

Mr.  English.  We  have  a  vote  taking  place  over  on  the  floor,  so 
we  will  recess  until  the  completion  of  that  vote. 

[Recess  taken.] 


ERLC 


214' 


208 


Mr.  Kleczka  [presiding].  The  committee  will  resume  the  ques- 
tioning of  the  first  panel. 

Let  me  first  thank  not  only  the  panel,  but  also  the  panels  to 
follow  and  the  audience.  We  had  a  series  of  three  votes  in  a  row. 
That's  why  we've  been  detained  this  long,  and  we  expect  more 
delays  during  the  afternoon. 

So,  Mr.  Carey,  if  I  might  continue.  Let  me  ask  you  a  few  ques- 
tions on  a  task  force  that  was  set  up  back  in  September  1984.  What 
has  been  done  siiice  September  1984  with  your  task  force? 

Mr.  Carey.  Well,  a  whole  series  of  actions  really,  and  primarily 
internal  discussions  in  the  Commission  on  what  are  the  problems 
that  we  face  and  some  of  those,  quite  frankly,  as  you  heard  in  my 
earlier  testimony,  were  questions  that  Congressman  English  had 
raised  over  a  year  prior. 

Part  of  our  time  has  been  spent  digesting  and  discussing  the  re- 
sults of  the  study  that  we  did  in  1983  of,  "is  there  a  need  for  this," 
and  13— you  know,  how  does  the  industry  perceive  it  and  is  it  some- 
thing they  would  like  to  see  us  go  forward  with,  and  would  they  be 
willing  to  pay  a  user  fee?  That  type  of  thing. 

We've  alsc  spent  part  of  that  time  in  simply  designing  the  ques- 
tionnaire that  was  to  go  out  to  the  industry  to  elicit  a  whole  series 
of  inputs  from  the  industry  as  to  how  they  would  like  to  see  us  pro- 
ceed. What  are  some  of  the  directions  they  would  like  to  see  us  go. 
What  are  some  of  the  holes  in  the  current  system?  That  type  of 
thing. 

A  part  of  that  time  has  also  been  spent  in  analyzing  the  results 
from  tho  astionnaires.  A  part  of  the  time  has  been  spent  in, 
one,  did  ant  to  form  an  advisory  committee.  If  we  did,  could 
we  afford  Did  we  have  enough  money  in  the  budget.  We're  a 
small  agency  and,  although  we're  not  talking  about  huge  sums  of 
money,  when  you  start  talking  about  bringing  people  in  on  per 
diem  and  their  travel— 15  to  20  to  25  people  times  about  a  $1,000  a 
crack  you're  running  into — two  or  three  times  a  year,  that's 
$45,000  to  $50,000.  For  us,  that's  significant  in  that  our  annual 
budget  is  around  $11  million. 

So,  those  types  of  things— and,  then,  also  to  a  large  extent,  some 
of  the  Questions  that  your  committee  has  been  raising  today  and  in 
a  lot  of  those  question,  as  you  heard  by  my  testimony,  we  haven't 
come  up  with  answers  and  part  of  the  reason  we  don't  have  the 
answers  is  we  don't  have  the  in-house  expertise,  we  don't  really  un- 
derstand the  software  and  systems  integration  business. 

Mr.  Kleczka.  Those  answers,  hopefully,  will  be  gathered  by  the 
Advisory  Committee  which  is  to  report  in  what,  about  10  to  15 
months? 

Mr.  Carey.  No,  sir.  Those — most  of  those  answers  I  would  look 
for  to  come  out  of  the  feasibility  study  with  inputs  from  the  Adviso- 
ry Committee,  and  then  it  would  also  be  our  intent,  once  we've  fin- 
ish  i  the  feasibility  study  and  gotten  some  of  their— the  different 
options  that  they  say  we  could  use  on  this  thing,  we  would  also  like 
to  run  those  by  the  Advisory  Committee. 

The  advisory  committee  is  going  to  be  made  up  of  people  who  are 
out  there  operating  in  the  business  arena,  and  the  one  thing  I'm 
very  concerned  about  is  that  we  would  end  up  designing  a  great 
new  wheel,  but  the  wheel  doesn't  fit  on  anybody's  car. 
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So,  we  want  to  mcke  sure,  and  that  was  one  of  our  primary  con- 
cerns, 18  to  have  the  industry  there  and  then  the  advisory  commit- 
tee to  make  sure  that  what  we  are—the  directions  that  we're  start- 
ing to  go  plugs  into  their  system,  both  from  the  input  and  then  also 
trom  the  output  end  because,  as  I  indicated  ecrlier,  I  see  us  as  kind 
ot  the  paper— we're  the  paper  roadblock  in  the  middle  of  automa- 
tion on  both  ends  of  the  system. 

Mr.  Kleczka.  OK,  basically  what  were— very  briefly,  what  were 
the  results  of  the  questionnaire? 

Mr.  Ca^.  Let  me  ask  Mr.  Murphy  to  give  you  some  of  those 
because  he  s  the  one  that  really  did  the  number  crunching  on  that 

Mr.  Murphy,  The  questionnaires  were  sent  out  at  the  end  of  Jan- 
uary and  we  cut 't  off  as  of  April  30  as  far  as  responses  

Mr.  Kleczka.  'ihey  were  sent  to  whom,  all  the  shippers? 

Mr.  Murphy.  They  were  sent  to  m^or  segments  of  the  indus- 
try—17  questionnaires  were  sent  to  carriers;  19  were  sent  to  confer- 
ences; 10  were  sent  to  nonvessel  operating  common  carriers*  52 
were  sent  to  ocean  freight  forwarders,  and  20  were  sent  to  shio- 
pers.  *^ 

Out  of  the  118  we  got  responses  from  GH. 

The  questionnaire  showed  a  general  interest  in  automated  tariff 
systems.  Most  respondents  were  pretty  much  satisfied  in  the  form 
m  which  they  have  the  data  today  to  use,  but  out  of  those  who  are 
'^^^  almost  everyone  indicated  the  desire  for  automated 

tariff  information. 

They  indicated  that  current  sources  provided  most  of  their  needs, 
and  those  that  did  suggest  improvements  in  the  availability  of  in- 
tormation  today  favored  increased  automation  that  would  provide 
more  timely  and  accurate  data. 

The  smaller  the  firm  the  less  interest  there  was  in  terms  of  auto- 
mation; the  larger  the  firm  the  more  interest  n&turally  there  was 
in  automated  tariffs.  The  sample  was  chosen  frori  a  combination— 
about  one-half  came  in  wh  .  we  issued  a  press  notice  of  the  forma- 
tion of  the  task  force  and  said  we're  interested— we  want  to  know 
what  you're  doing. 

Tne  other  half  was  selected  through  a  random  sample  of  a  com- 
puter listing  of  the  various  entities  regulated  by  the  Commission— 
and  it  was  geographically  dispci-sed. 

About  25  percent  of  all  of  these  respondents  indicated  that  they 
do  use  tariff  information  in  an  automated  fashion  today,  which  we 
felt  was  a  rather  high  indicator. 

Mr.  Kleczka.  Twenty-five  percent  use  automated  or  computer- 
ized data  now?  ^ 

Mr.  Murphy.  Yes,  sir. 

Mr.  Kleczka.  From  the  private  concerns  selling  that  data? 

Mr.  Murphy.  Primarily.  Some— the  question  was  a  very  general 
question—some  of  them  use  it  for  their  own  in-house  tariffs  and 
are  able  to  access  it. 

Questionnaires  were  designed  to  primarily  get  a  general  overall 
indication  of  the  industry  perception.  We  feel  that  the  contractor 
who  does  a  feasibility  study  will  have  to  go  into  a  great  deal  more 
depth. 

We,  not  having  systems  expertise— we're  a  rather  small  agency 
and  we  just  don  t  have  any  data  processing  type  of  expertise— but 

o  216 
ERIC  \  i 


210 


we  feel  that  such  expertise  is  needed  to  really  explore  in  depth  to 
follow  up  on  a  lot  of  this,  and  that's  what  our  contractor  would  be 
doing. 
Mr.  Kleczka.  OK. 

Mr.  Murphy.  With  respect  to  those  that  produce  information  in 
an  automated  environment,  25  percent  of  the  carriers  that  respond- 
ed indicated  that  they  do  produce  their  tariffs  in  an  automated 
fashion  today.  That  ranges  from  word  processing  to — one  carrier 
does  have  a  very  highly  sophisticated  data  base  system. 

Most  of  them  are  pretty  much  word  processing  oriented,  and  50 
percent  of  the  conferences  responding  indicated  that  there  was 
some  automated  compilation  of  their  tcuiffs  as  well. 

Mr.  Kleczka.  Mr.  Carey,  have  any  FMC  funds  been  spent  up  to 
this  point  on  development  toward  automation?  How  far  

Mr.  Carey.  Not  really,  other  than  I  guess  the  in-house  money 
we've  spent  for  the  questionnaires  and  the  postage  and  that  kind  of 
thing.  We  do  have  some  money  in  this  vear's  budget  for  the  feasi- 
bility study,  and  I  think  that's  between  $100,000  and  $150,000, 

But,  none  of  that  has  been  spent  and  part  of  the  reason  for  that 
is  that  we  haven't  yet  determined  which  direction  we  want  to  go. 
We  feel  that  before  we  finish  a  statement  of  work  either  to  be  bid 
on  or  to  provide  to  whoever  is  going  to  do  this  we  need  some  type 
of  expertise  and  we've  looked  at  the  possibility  of  bringing  in  a  con- 
sultant just  on  a  short-term,  part-time  basis  to  take  a  look  at  what 
we've  developed  as  a  statement  of  work. 

Well,  it  turns  out  that  under  the— and  I'm  not  totally  conversant 
with  this,  but  I'll  give  you  my  best  shot. 

Under  the  small  procurement  practices— we  are  unable  to  move 
forward  the  way  we  want  to  and  we've  checked  with— John,  who  is 
it,  GSA? 

Mr.  BiNETn.  Yes,  sir. 

Mr.  Carey.  We've  checked  with  GSA  as  to  how  we  could  move 
forward  on  it.  They  indicated  that  what  we  want  to  do  is  correct, 
but  their  regulation— when  they  wrote  the  regulations— the  regula- 
tions don't  exactly  sav  what  their  intent  was  and  they're  in  the 
midst  of  changing  it,  out  in  the  interim,  in  order  to  be  able  to  do 
this  thing  exactly  by  the  numbers,  we  have  to  go  through  a  small 
procurement  process,  I  guess,  of  under  $25,000.  We're  estimating 
this  consultant  would  cost  about  $10,000. 

And,  part  of  that  involves  a  notification  of  the  Congress  to  seek  a 
waiver,  and,  John,  maybe  you  can  enlarge  on  that. 

Mr.  Binetti. 

Mr.  Binetti.  We  had  a  question  regarding  recent  amendments  to 
the  Federal  Acquisition  Regulation,  as  to  whether  we're  going  to 
hire  any  consultants  to  help  us  draft  the  work  statement  under  the 
small  purchase  procedures. 

We  requested  the  General  Counsel's  Office  at  GSA  to  provide  us 
with  a  ruling  on  that  and  they  said  that  we  do  have  legal  authority 
to  do  that— the  regulations  were  somewhat  confusing  in  that 
regard— and  to  be  sure  that  we  had  the  authority  under  the  regula- 
tions we  should  grant  ourselves  a  deviation,  is  what  they  called  ii, 
under  the  FAR  part  6. 

We  have  done  that  and  we  are  in  the  process  of  sending  advance 
notice  to  Congress  as  required  by  that  public  interest  exception  ba- 
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Mcally,  that  we  do  intend  to  go  forward  \nth  a  small  purchase  pro- 

Mr.  Carey.  Basically,  we're  trying  to  move  forward  with  a  feasi- 
bility etutly.  '^o  do  taat  we  need  the  consultant.  To  get  the  consult- 
have  to  go  through  this  process.  So,  it's— we're  trying  very 

Mr.  Kleczka.  OK,  Mr.  Carey,  your  statement  lists  three  reasons 
for  an  automated  tariff  system.  Two  are  internal  to  FMC:  the  need 
u  conduct  research  and  the  volume  of  the  paperwork  you  have  to 
handle.  The  third  reason  is  to  increase  emoency  in  the  private 
SGctor. 

Well,  the  private  sector  witnesses  are  going  to  testify  in  a  few 
minutes  that  they  are  already  providing  services  to  the  shippinir 
community  Why  is  the  FMC  getting  involved  in  meeting  pnvate 
sector  needs?  Is  there  a  statutory  requirement  for  the  FmJ  to  pul>. 
lish  tariffs?  ^ 

Mr.  Carey.  Well,  one  of  the  reasons  that  we're  getting  into  it— 
and  I  brought  along  a  copy  jiist  of  the  preamble  to  the  new  1984 
bhipping  Act.  And,  what  that  says,  in  part,  is  that  one  of  the  pur- 
poses  of  that  act  is  to  provide  an  efficient  and  economic  transporta- 
tion system  in  the  ocean  commerce. 

And,  then  another  portion  of  it  says  to  encou^-age  the  develop- 
ment of  an  economically  sound  and  efficient  U.S!-flag  liner  fleet 
And,  I  guess  I  would  concentrate  on  the  efficient  side  of  it. 

As  I  said  earlier,  I  look  at  us  now  as  we're  the  paper  roadblock  in 
the  middle  of  this  whole  chain  and  so,  although  it's  not  really  I 
guess  our  primary  purpose  to  help  the  private  sector  when  we 
move  forward  with  this,  but  by  moving  forward  I  see  that,  one,  we 
meet  some  of  the  objectives  of  the  Congress  in  the  1984  Shipping 
Art  and,  second,  hy  making  us  more  efficient  we  really  make  the 
mdustry  and  the  big  U.S.  trade  side,  the  U.S.  importers  and  export- 
ers, more  efficient,  and  if  you  really  look  at  the  down-the-line  fall- 
out that  that  makes  us  more  competitive  internationally  and  that 
allows  for  more  U.S.  imports  to  be  exported,  more  U.S.  jobs  et 
cetera. 

So,  that  kind  of  fallout  comes  out  of  this. 

Mr.  Kleczka.  Do  you  think  that  your  automated  system,  should 
It  ever  come  on-lme,  will  affect  private  companies  now  offering  this 
service  commercially? 

Mr.  Care\.  Well,  yes  it  could,  and  that  will  really  depend  on 
what  direction  we  finally  go.  It  depends  on  whether  we  end  up 
having  something  internal  or  whether  we  in  fact  decide  that  one  of 
the  current  existing  external  systems  answers  the  problems  and  we 
would  go  with  something  like  that. 

Now,  in  either  one  of  thoee  cases  I  would  think  that  because 
there  are  a  number  of  private  companies  that  now  take  this— the 
data  that  s  in  the  tariffs  and  sell  it  out  in  the  private  sector,  rate 
services  and  tariff  watch  services,  that  to  a  degree,  no  matter 
which  way  we  go,  this  could  be  a  m^or  help  to  some  of  them  be- 
cause nght  now  they  get  that  chunk  of  paper  that  comes  to  us  and 
then  they  go  keystroke  it  into  a  machine,  and  that's  very  labor  in- 
tensive. 

If  this  program  is  eventually  set  up  so  that  tariffs  can  be  filed 
elactromcally  and  that  data  can  ooma  in  electronuicaUy^  I  would 
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think  that  either— if  it's  a  yrivf  ite  sector  form  or  if  it's  the  Commis- 
sion, at  the  end  of  a  work  day  we  could  make  computer  tapes  avail- 
able to  whoever  wants  ^em  for  a  r^Hsonable  fee>  and  then  these 
companies,  instead  of  having  to  keystroke  all  of  this  iiji,  can  simply 
run  the  tape  and  be  ready  to  roll  by  midnight  that  night  with  their 
system  updated  for  litercdly  a  small  percentage  of  the  current  cost. 
So,  that's  a  fall  out  that  I  do  see  from  it. 

Mr.  Kleczka.  You  have  state  \  that  a  lot  of  paperwork  comes  into 
the  agency,  and  that  it's  not  just  simple  price  sheets  but  rate 
charges,  shipping  line's  rules  for  packing,  size,  weight,  et  c^Wa. 

How  much  of  that  information  necessary  for  your  fu  *  on?  Is 
it  not  true  that  you're  interested  only  in  the  rates  ana  not  the 
packing,  size,  and  weight? 

Mr.  Carky.  That's  right,  much  of  it  is  not  needable.  We  don", 
need  a  lot  of  the  detail.  What  we've  done,  we've  set  a  very  mm: 
mum  standard— the  minimum  things  that  we  need— and  as  I  think 
one  of  the  people  will  testify  further  today— in  looking  at  one  of 
their  statements— the  shipping  lines  use  the  tariff  pages  to  a  laxgz 
degree  as  a  marketing  tool,  and  so  a  lot  of  the  data  that  is  in  there 
is  put  in  by  them.  We  have  a  very  minimum  set  of  standards  on 
format  and  what  goes  on  the  front  page  and  how  they  will  describe 
it. 

Mr.  Kleczka.  Evidently  you  get  more  than  you  require. 

Mr.  Carey.  We  do,  and  that  s  fir-»  when  there  are  no  problems 
with  rate  disputes  or  with  the  rates  being  charged  that  were  not 
accurate  under  the  law. 

But,  when  we  do  then  have  to  go  into  the  data  and  the  argu- 
ments are  usually  not  so  much  around  the  rate  charge  as  they  are, 
to  some  extent,  th<it  one  rate  was  charged  by  the  shipping  the 
carrier  saying  iha^  that  was  the  description  that  was  accurate. 

The  other  rate  that  the  abused  party  feels  should  have  been 
charged  is  a  rate  th..t  he  based  on  reading  the  rules  and  regula- 
tions. That's  where  most  of  the  disputes  come  in,  and,  in  those 
cases,  then  we  do  need  that  rules  data. 

In  many  of  them— this  comes  down  to  a  description  of  a  commod- 
ity. 

Mr.  Kleczka.  How  many  disputes  do  you  get,  say,  within  a 
monti.? 

Mr.  Carey.  Mr.  Smith,  can  you  answer  that. 

Mr.  SMrni.  During  fiscal  year  1984,  the  Commission  received  973 
iniormal  complaints  of  which  about  two-thirds  involved  tariff  dis- 
putes. The  Commission's  staff  attempts  to  resolve  these  matters  in- 
formally through  research  of  the  tariff  files.  The  Commission  also 
considered  58  informal  dockets  and  137  special  dockets  which  also 
involve  tariff  disouttjs  and  require  proof  of  the  actual  transporta- 
tion rates  as  reflected  in  the  Commission's  tariff  files. 

Mr.  KiECZKA.  I'm  wondering  if  it  wouldn't  be  prudent  on  your 
part  to  just  take  a  simple  filing,  a  very  brief  filing,  and  then  should 
a  dispute  occur,  to  ask  the  carrier  or  whomever  for  more  documen- 
tation. 

Mr  Carey.  That  has  not  been  discussed  as  yet  and  I  guess  I 
can't.  John,  can  you  answer  it? 
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Mr.  BiNETTi.  The  statute  requires  that  all  of  the  rates,  charges, 
and  practices  that  are  offered  by  the  carrier  be  disclosed  in  public 
tariffs. 

Mr.  Klbczka.  And,  practices  would  include  things  like  the  pack- 
ing size  and  all  that? 
Mr.  BiNETTi.  Yes. 

Mr.  Kleczka.  OK.  Fine,  let  me  thank  you  gentlemen  for  appear- 
ing before  the  committee  today.  We'll  now  call  on  the  next  panel. 

Mr.  Don  Becker,  publisher  of  the  Journal  of  Comicerce, 
Yoik.  He'll  be  accompanied  by  James  Devine,  marketing  manager, 
Rapid  Access  Tariff  ExpeditiPT  Service.  And,  also  Mr.  Dean 
Putnam,  vice  president,  Carri      ,^nis  Marketing,  Transax  Data 
C!orp.,  Falls  Church,  VA,  accompanied  by  Mr.  Henry  Gilbertson. 

Gentlemen,  would  you  please  come  forward. 

Mr.  Becker,  if  you  would,  lead  off  with  your  statement. 

STATEMENT  OF  DON  C.  BECKER,  PUBLISHER,  THE  JOURNAL  OF 
COMMERCE,  NEW  YORK,  NY,  ACCOMPANIED  BY  JAMES 
DEVINE,  MARKETING  MANAGER,  RAPID  ACCESS  TARIFF  EXPE- 
DITING SERVICE  [RATES] 

Mr.  Becker.  Good  afternoon,  Mr.  Chairman,  Representative 
peczka.  I  m  Don  C.  Beckei,  precident  of  Journal  of  Commerce, 
mc,  and  publisher  of  the  Journal  of  Commerce.  I'm  accompanied 
by  James  Devine,  who  ia  the  manager  of  our  RATES  program; 
RATES  stands  for  Rapid  Access  Tariff  Expediting  Service. 

We  are  pleased  to  be  here  today  and  provide  testimony  concern- 
ing tlectronic  collection  and  dissemination  of  tariff  data  by  the 
Federal  Maritime  Conmiission. 

In  the  interest  of  time,  I  would  like  to  make  a  brief  statement, 
which  is  really  briefer  than  the  written  remarks  that  have  been 
distributed.  You  have  the  full  text  for  the  record. 

The  Journal  of  Commerce  has  since  1827  been  collecting  and  dis- 
tributing data  about  ocean  shipments  to  and  from  the  United 
States.  Over  the  past  158  years,  the  Journal  has  used  the  most 
modem  technology  available  to  quickly  and  comprehensively 
the  shipping  industry  in  the  import  and  export  of  goods. 

One  good  example,  the  Journal  was  the  first  to  commercially  use 
Morse  code  to  report  on  shipments  of  goods  entering  the  United 
States.  That  was  made  possible  by  

Mr.  Kleczka.  When  was  that,  last  year?  [Laughter.] 

Mr.  Becker.  Well,  it  was  at  the  time  that  Mr.  Morse  owned  the 
newspaper,  so— but,  that  was  about  1860  and  maybe  earlier. 

Thus,  we've  long  understood  that  service  to  our  customers  re- 
quires not  only  the  latest  technologies  but  also  the  development 
and  application  of  new  technologies.  Electronic  collection  and  dis- 
tribution of  tariff  information  filed  with  the  Federal  Maritime 
Commission  is  the  most  recent  technological  undertaking  by  the 
Journal  of  Commerce  and  Til  describe  that  system  a  bit—in  a  few 
minutes. 

But  first  let  me  say  the  Jo'imal  supports  the  Federal  Maritime 
Commission's  initiative  to  utilize  electronic  means  to  collect  and 
disseminate  tariff  data  filed  with  the  Commission,  which  is  pro- 
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posed  in  its  automatic— automated  tariff  filing  and  information  ini- 
tiative known  as  ATFI. 

We  think  it  is  important  that  the  information  marketplace  has 
produced  and  will  continue  to  produce  a  wide  variety  of  taiiff  infor- 
mation services  that  meet  the  demonstrated  private  and  public 
sector  needs. 

In  this  connection,  let  me  make  three  pointa 

The  Journal's  RATES  service  already  provides  online  access  to 
the  full  text  of  FMC  ocean  tariffs.  Now,  you've  heard  the  descrip- 
tion of  the  size  of  tliat  data  base,  so  we  re  talking  about  600,000 
pages  of  tariff  information. 

Second,  the  Journal  and  other  services  are  capable  of  providing 
electronic  filing  of  tariffs,  and  that's  another  stated  objective  of  the 
FMC's  ATFI  plan. 

"Tiird,  RATES  and  other  organizations  already  provide  extensive 
ra*jacity  to  manipulate  tariff  data.  A  third  goal  of  the  ATFI  plan. 

Importantly,  these  services  were  not  designed  by  the  FMC, 
rather  they  were  developed  in  order  to  satisfy  the  marketplace's 
demand  for  electronic  tariff  services.  Thus,  while  the  Journal  sup- 
p  'Is  the  ATFI  initiative  **nd  believes  that  its  goals  can  be  ob- 
tained, it  should  be  carried  out,  however,  in  conjunction  with  al- 
ready proven  and  developed  services. 

The  Journal's  concern  is  that  the  Government  should  not  rein- 
vent the  wheel  and  thereby  create  disincentives  for  the  private 
sector  development  of  information  systems.  In  the  end,  the  com- 
petitive marketplace  will  result  in  lesser  costs  and  more  useful 
products  to  both  the  Government  and  the  shipping  community. 

I  would  now  like  to  describe  briefly  the  Journal's  Rapid  Access 
Tariff  Expediting  Service  [RATES]  which  was  launched  in  January 
1984. 

After  3  years  of  planning,  research,  and  development,  at  a  cost  of 
millions  of  dollars,  RAfES  provides  a  variety  of  carriers,  shippers, 
freight  forwarders,  importers,  and  port  authorities  with  up-tcndate 
electronic  access  to  the  full  text  of  ocean  tariffe  filed  with  the  FMC. 

RATES  subscribers  may  access  the  RATES  data  base  to  any  com- 
municating terminal  or  word  processor.  RATES  and  several  other 
tariff  service  companies  also  permit  car»^'<*rs  to  file  tariffs  and 
make  tariff  changes  electronically. 

Tariffs  are  electronically  transmitted  the  Commission  through 
the  utilization  of  data  receivers  locate*!  within  the  FMC's  head- 
quarters building. 

With  these  services  anyone  can  file — can  readily  file  tariffs  with 
the  Commission  and  at  the  same  time  enter  complete  tariff  pages 
into  the  data  base.  In  most  cases  no  special  equipment  is  required. 
A  terminal  and  a  modem  ^    all  that  is  necessary. 

While  this  procedu»^  *  .ot  electronic  filing  in  its  purest  stage,  it 
does  demonstrate  the  cap.  city  of  the  private  sector  service  compa- 
nies to  provide  electronic  f?  ings. 

Therefore,  to  make  the  point  anew,  the  basic  ingredients  of  an 
electronic  data  filing  and  dissemination  system  are  alreadj^  in 
place.  These  are  not  FMC  provided  services,  but  they  effectively 
have  put  the  FMC  at  the  forefront  of  the  development  of  electronic 
filing  systems. 
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fv,f  cSJ?  ^^fc??'^^^*^  "^^^  ^^^^  f^^"^  April  hearings  on 
the  bbC  s  EDGAR  System,  electronic  filing  and  access  issues  are 
not  unique  to  the  Federal  Maritime  Commission,  Although  many  of 
the  issues  posed  by  agencies'  consideration  of  electronic  systems 
are  similar,  each  agency  or  proposed  system  must  also  be  examined 
individually. 

Fortunately,  the  FMC  has  approached  the  development  of  an 
electronic  tariff  system  in  a  very  different  way  than  the  SEC  ap- 
proached EDGAR.  We  applaud  the  FMC  for  taking  several  steps 
deigned  to  ehcit  needed  information  about  the  shipping  communi- 
y  ^J^.^Jf  ^»  the  automated  system;  two,  the  markat  for 
tantl  information  products;  and,  three,  the  availability  of  private 
sector  mformation  services. 

For  example,  the  FMC  issued  a  request  for  information  in  which 
It  ask^  for  potential  contractors  to  inform  the  FMC  of  current  -nd 
potential  products  that  vendors  might  be  able  to  provide  to  meet 
the  FMC  goal  of  automation. 

Subsequent  to  the  request  for  information,  the  FMC  surveyed  the 
shipping  community  in  an  effort  determine  its  needs  and  prefer- 
SSS^i  j  ^^^^  of  ^  automated  system.  Unfortunately,  the 
I*  ML  did  not  seek  to  survey  existing  information  vendors  concern- 
ing their  services  to  their  clientele. 

In  addition,  the  FMC's  recent  notice  of  intent  to  form  an  adviso- 
ry committee  reflects  an  understanding  of  the  need  to  involve  the 
Fu  /^V'^TiSV^^^*^  of  an  automated  system.  The  Journal  hopes 
that  the  FMC  will  mclude  in  its  advisory  committee  persons  who 
are  knowleugeable  about  the  current  technologies  and  the  services 
now  provided  by  private  vendors. 

^Jjifr^^.^'"'^^  endorse  every  aspect  of  every  step 

that  the  FMC  is  taking,  we  do  strongly  endorse  the  FMC's  open 
J  [Hii  consideration  of  the  issues,  many  of  which  are  complex 
and  difficult. 

^i^^^iJSP^'^ii!!?^  evaluates  electronic  data  systems  generally 
and  the  FMCs  ATFI  plan  in  particular,  there  are  several  funda- 
'"^u  ^®  believe  should  bc^  kept  in  mind. 

The  FMC  may  have  legithnate  needs  to  utilize  an  automated 
tarm  system,  but  it  is  essential  to  separate  two  distinct  services 
that  the  agency  may  seek  to  acquire.  The  Government  may  seek, 
tor  the  benefit  of  the  shipping  community  and  the  public,  to  devel- 
op a  tanfr  filing  and  dissemination  system. 

The  principal  benefits  of  such  a  system  would  be  to  eliminate  the 
need  to  file  tariff  material  in  paper  form,  or  to  view  paper  docu- 
ments m  order  to  see  what  tariff  material  has  been  filed. 

A  secondary  benefit  would  be  to  minimize  the  needs  for  the  FMC 
to  maintain  file  rooms  full  of  paper  documents.  The  FMC  is  also 
seeking  for  its  own  convenience  to  organize,  manipulate,  and  exam- 
me  electronically  file  tariff  material.  The  FMCs  reeds  in  this  area 
may  be  numerous  and  costly. 

The  Journal  submits  that  unlike  EDGAR,  tlie  basic  elements  to 
satisfy  these  two  goals  are  available  in  the  private  sector  and  the 
Uovernment  does  not  need  to  stimulate  the  creation  of  such  serv- 
ices.  The  administrative  needs  of  the  FMC  could  well  be  served 
through  traditional  facility  management  contracts. 
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Both  the  SEC  and  the  FMC  would  like  their  contractors  to  make 
a  profit  from  the  collection  and  dissemination  of  services,  but  it's 
very  difficult  for  us  to  understand  how  the  economics  will  permit 
the  Government  to  get  a  virtually  limitless  number  of  value-added 
services  for  free. 

The  only  way  is  the  rather  difficult  notion  of  barter  where  in 
return  for  the  provision  of  services  to  the  Government  at  no  cost, 
the  contractor  gets  a  monopoly  on  the  sale  of  the  data. 

The  issues,  therefore,  are  on  the  technical  level  fairly  straightfor- 
ward, particularly  when  one  surveys  existing  private  sector  serv- 
ices. In  other  respects,  the  iiisues  are  extremely  difficult,  particular- 
ly insofar  as  the  Goxcmment  seeks  to  nmrry  external  filing  and 
dissemination  functions  with  internal  administrative  services. 

Nonetheless,  I  believe  that  with  the  help  of  this  subcommittee 
and  other  interests  persons,  the  FMC  will  develop  an  appropriate 
system  utilizing  the  input  of  the  private  sector. 

Mr.  Chairman,  we  thank  you  for  the  opportunity  

Mr.  Kleczka.  Fine,  thank  you  for  your  statement,  Mr  Becker. 

[The  prepared  statement  of  Mr.  Becker  follows:] 
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Testimony  of 
Don  C.  Becker, 
Publisher 

JOORNAL  OP  COMMERCE,  IHC. 

ELECTRONIC  COLLECTION,  AND  DISSEMINATION  OF 
TARIFF  DATA  BY  THE  FEDERAL  MARITIME  COMMISSION 
Good  afternoon,  Mr.  Chairman  and  members  of  the 
Subcommittee?.  I  am  Don  C.  Becker,  President  of  Journal  of 
Commerce,  Inc.  and  Publisher  of  The  Journal  of  Cnranerce.  I  an 
accompanied  by  Jim  Devir.e,  Manager  of  our  RATES  program.  i  am 
pleased  to  be  here  today  and  provide  testimony  concerning 
electronic  collection  and  dissemination  of  .ariff  data  by  the 
Federal  Maiitime  Commission. 

The  Journal  of  commerce  has  since  1827  been  collecting  and 
disseminating  data  concerning  ocean  shipments  into  and  out  of  the 
Onited  States.  0-er  the  past  158  years  The  Journal  has  employed 
the  most  modern  technologies  to  quickly  and  comprehensively 
report  on  the  shipping  industry  and  the  importation  and 
exportation  of  goods.  For  example.  The  Journal  employed  the 
first  commercial  application  of  Morse  Code  to  better  report  on 
shipments  of  goods  entering  U.S.  ports.  We  have  understood  that 
service  to  the  public  and  our  customers  requires  not  only  the 
utilization  of  available  technologies,  but  the  development  and 
application  of  new  technologies.  Electronic  collection  and 
dissemination  of  tariff  information  filed  with  the  Federal 
Maritime  Commission  is  only  the  most  recent  technological 
innovation  that  The  Journal  has  supported. 

The  Journal  supports  the  Federal  Maritime  Commission's 
initiative  to  utilize  electronic  means  to  collect  and  disseminate 
tariff  data  filed  with  the  Commission,  which  is  proposed  in  its 
Automated  Ta.iff  Filing  and  Information  Initiative  ("ATPI"). 
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The  information  marketplace  has  produced  and  will  continue 
to  produce  a  wide  variety  of  tariff  information  services,  that 
meet  demonstrated  private  and  public  sector  needs.  The  Journal's 
RATES  service  already  provides  on-line  access  to  the  full  text-  of 
FMC  ocean  tariffs  —  one  of  the  stated  goals  of  the  ATFI  plan. 
The  Journal  and  other  services  are  capable  of  providing 
electronic  filing  of  tariffs  —  another  stated  objective  of  the 
FMC's  ATFI  plan.  RATES  and  other  organisations  already  provide 
extensive  capacity  to  manipulate  tariff  data  —  a  third  goal  of 
the  ATFI  plan.  These  services  were  not  designed  by  the  FMC, 
rather  they  were  developed  in  order  to  satisfy  the  marketplace's 
demand  for  electronic  tariff  services. 

The  Journal  supports  the  ATFI  initiative  and  believes  that 

its  gccls   can   be  obtained.      This  should  be  done,    however,  in 

conjunction   with    already   proven    and   developed    services.  The 

Journal's  concern  is  that  the  government  should  not  reinvent  the 

wheel   ard   thereby   create  disincentives   for   the   private  sector 

development  of   information  systems.      In  the  end,   a  competitive 

marketplace  will  result  in  lesser  costs  and  more  useful  products 

to  both  the  government  and  the  shipping  community. 

A.    A  description  of  RATES  and  existing  electronic  filing 
sei.vices. 

The  Journal's  Rapid  Access  Tariff  Expediting  Service  - 
RATES*,  was  launched  in  January,  1984,  after  three  years  of 
planning,  research  and  development,  at  a  cost  of  millions  of 
dollars.  RATES  is  an  on-line  ocean  freight  tariff  storage  and 
retrieval  service. 
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There  is  only  one  source  for  the  RATES  data  base  of  ocean 
freight  tariffs  the  tariffs  filed  with  the  fmC.  The  RATES 
staff  inspects  new  tariffs  and  changes  to  existing  tariffs  and 
the  material  is  captured  and  converted  to  electronic  files.  The 
raw  tariff  data  is  enhanced  by  the  RATES  staff  to  speed  search 
and  retrieval,  and  to  permit  easy  identification  of  rates,  rules 
and  surcharges.  The  RATES  system  is  able  to  accept  other  input 
sources,  e.g.,  data  tapes  and  disks,  to  permit  maximum 
utilization  of  tariff  data  that  is  filed  electronically. 
Currently,  the  HATES  system  contains  the  full  text  of  ocean 
freight  tariffs  on  file  with  the  FMC.  This  has  been  done  through 
the  manual  keystroking  of  every  word  of  every  single  current 
tariff.  New  tariffs  and  amendments  are  entered  daily  and 
typically  are  on  line  and  available  to  our  customers  by  9:00  a.m. 
the  day  following  filing  with  the  FMC. 

RATES  provides  a  variety  of  carriers,  shippers,  freight 
forwarders,  importers,  and  port  authorities  with  up  to  date 
electronic  access  to  the  full  text  of  ocean  tariffs  filed  with 
the  FMC;  RATES  users  may  identify  such  tariffs  oy  trade  route, 
port-pairs,  intermodal  points  or  FMC  number;  and  by  a  keyword 
1^.  em  users  can  identify  rates  for  commodity  descriptions  or 
intermodal  service  points.  rates  subscribers  may  access  the 
RATES  data  base  through  any  terminal,  word  processor  or  micro- 
computer capable  of  asynchronous*  telecommunications  —  e.g.,  a 
personal  computer  equipped  with  a  modem.  RATES  subscribers  may 
simply  view  the  full  text  c.  tariffs,  print  the  full  text,  or 
view  or  print  sumn^aries  or  portions  of  the  tariffs.     This  on-line 
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interactive  service  permits  a  varied  user-friendly  search  and 
retrieval  functions.  We  are  aware  of  of  no  other  service  what 
provides  complete  and  on-line  interactive  services  for  the  all 
FMC  ocean  tariffs.  RATES  has  over  200  subscribers,  representing 
all  segments  of  the  shipping  community.  For  the  Subcommittee ' s 
information,  I  fim  submitting  for  the  record  a  listing  of  RATES 
subscribers. 

RATES  and  several  other  service  companies  permit  carriers  to 
file  tariffs  and  tariff  changes  electronically.  Under  the 
existing  rules  of  the  FMC,  as  amended  by  Docket  84-35,  tariffs 
may  be  electronically  transmitted  to  the  Commission,  through  the 
utilization  of  data  receivers  located  within  the  FMC's 
headquarters      building.  Tariffs      may      be  electronically 

transmitted,  although  a  paper  copy  must  still  be  filed  with  the 
Commission.  Many  tariffs  are  now  filed  in  this  fashion  through  a 
number  of  existing  tariff  services.  With  these  services  any 
carrier,  conference  or  other  submitter  can  readily  file  tariffs 
with  the  Commission,  and  at  the  same  time  enter  complete  tariff 
pages  into  the  data  base.  In  most  cases,  no  special  equipment  is 
required  of  submitters  -  a  terminal  and  a  modem  is  all  that  is 
necessary.  While  this  procedure  is  not  electronic  filing  in  its 
purest  stage,  it  does  demonstrate  the  capacity  of  private  sector 
service  companies  to  provide  electronic  filings. 

Therefore,    the    basic    ingredients    of    an    electronic  data 
filing  and  dissemination  syster  are  in  place.     These  are  not  FMC 
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provided  services,   but  they  effectively  have  put  the  FMC  at  the 
forefront  of  the  development  of  electronic  filing  systems. 
B.    Electronic  filing:    the  issues. 

As  this  Subcommittee  is  well-aware  from  its  April  hearings 
on  the  GFC's  EDGAR  system,  electronic  filing  and  access  issues 
are  not  unique  to  the  Federal  Maritime  Commission.  Although  many 
of  the  issues  posed  by  agencies*  consideration  of  electronic 
systems  are  generic,  each  agency  or  proposed  system  must  also  be 
examined  individually.  Each  agency's  mission  is  unique,  as  are 
its  needs  for  data,  the  public's  interest  in  the  data  and  the 
private  sector's  activities  in  providing  data  services. 
Therefore,  while  many  of  the  questions  raised  by  this 
Subcommittee  concerning  EDGAR  have  application  to  the  FMC's 
proposed  electronic  system,  some  do  not.  Moreover,  even  those 
generic  questions  that  are  also  applicable  to  the  FMC  may  yield 
substantially  different  answers. 

The  Chairman  expressed  this  point  succinctly  at  the 
Subcommittee's  April  hearings: 

[Elach  agency  and  each  information  syctem  must  be 
judged  on  its  own  needs,  operations,  and  history. 
A  system  that  works  well  for  one  agency  or  for  one 
industry  might  be  inappropriate  for  another.  One 
agency  may  be  able  to  justify  its  own  system  and 
another  agency  might  do  better  by  purchasing  an 
existing  or  enhanced  data  system  from  the  private 
sector . 

The  FMC  is  not  the  SEC.  The  regulatory  purposes  of  the  two 
agencies  are  fundamentally  different.  The  public's  interest  in 
the  FMC's  tariff  dat<^  pales  in  comparison  to  the  massive  interest 
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in  material  filed  with  the  SEC.  Yetr  while  the  SEC  is  attempting 
to  foster  the  development  of  electronic  systems,  several 
companies  already  have  invested  millions  to  develop  electronic 
systems  to  collect  and  disseminate  FNC  tariff  data.  Therefore, 
while  the  general  public  interest  in  the  SEC*s  data  may  be 
greater,  the  shipping  community's  economic  interest  in  tariff 
material  has  already  produced  a  focused  demand  for  information 
services  relating  to  tariff  filings  at  the  FNC.  These 
differences  are  important  to  keep  in  mind,  for  they  affect  any 
evaluation  of  the  PMC's  plans  and  they  provide  some  basis  to 
contrast  the  development  of  the  EDGAR  system  by  the  SEC. 

The  FMC  has  also  approached  the  development  of  an  electronic 
tariff  system  in  a  very  different  way  than  the  SEC  approached 
EDGAR.  The  Journal  believes  that  the  FMC  has  taken  several  steps 
designed  to  elicit  needed  information  about  the  shippii.^ 
community's  interest  in  an  automated  system,  ti^e  market  f'  ' 
tariff  information  products,  and  the  availability  of  priva 
sector  information  services.  For  example,  on  November  14,  1983, 
the  FMC  issued  a  request  for  information  (FMC-RFP-84-02) ,  in 
which  It  asked  potential  contractors  to  inform  the  FMC  of  current 
and  potential  products  that  vendors  might  be  able  to  provide  to 
meet  the  FMC's  goal  of  automation.  The  Journal  provided  the  FMC 
with  an  extensive  submission,  in  which  it  explored  not  only  the 
capability  of  its  RATES  service,  but  also  suggested  a  series  of 
legal  and  pol icy  issuer  that  the  FMC  woulr^  have  to  address  in 
designing  any  automated  system.  For  the  Subcommittee's 
information,   I  am  submitting  a  copy  of  The  Journal's  submission 
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for  inclusion  in  the  record.  Subsequent  to  the  request  for 
information,  the  FMC  surveyed  the  shipping  community  in  an  effort 
to  determine  its  needs  and  preferences  in  the  design  of  an 
automated  system.  Unfortunately,  the  FMC  did  not  seek  to  survey 
existing  information  vendors  concerning  their  services  or  their 
clientele.  While  The  Journal  would  have  structured  the  survey 
differently,  this  too  was  an  important  step  for  the  FMC  to 
take.  In  addition,  the  FMC's  recent  Notice  of  intent  to  Form  an 
Advisory  Committee  reflects  an  understanding  of  the  need  to 
involve  the  public  in  the  design  of  any  automated  system.  The 
Journal  hopes  that  the  FMC  will  include  in  its  advisory  committee 
persons  who  are  knowledgeable  about  the  current  technologies  and 
the  services  now  provided  by  private  vendors.  While  The  Journal 
does  not  endorse  every  aspect  of  every  step  that  the  FMC  has 
taken,  we  do  strongly  endorse  the  FMC's  open  and  full 
consideration  of  the  issues,  many  of  which  are  complex  and 
difficult . 

As  the  Subcommittee  evaluates  electronic  data  systems 
generally,  and  the  FMC's  ATFI  plan  in  particular,  there  are 
several  fundamental  considerations  that  should  be  kept  in  mind. 

The  FMC  may  have  legitimate  needs  to  utilize  an  automated 
tariff  system,  but  it  is  ejsential  to  separate  two  distinct 
services  that  the  agency  may  seek  to  acquire.  The  government  may 
seek,  for  the  benefit  of  the  shipping  community  and  the  public, 
to  develop  a  tariff  filing  and  dissemination  system.  The 
principal    benefits   of   such  a    system  would  be   to  eliminate  the 
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need  to  file  tariff  material  in  paper  form,  or  to  view  paper 
documents  in  order  to  see  what  tariff  material  has  been  filed. 

A  secondary  benefit  would  be  to  minimize  the  need  for  the 
FMC  to  maintain  or  examine  file  rooms  full  of  paper  documents. 
The  salient  fact  is  that  such  a  filing  and  dissemination  system 
principally  meets  needs  external  to  the  Commission.  The 
government  may  also  seek,  strictly  for  its  own  convenience,  to 
organi.7.e,  manipulate  and  examine  electronically  filed  tariff 
material,    fhe  government's  needs  may  be  numerous  and  costly. 

The  'Journal  submits  that  unlike  EDGAR  the  basic  elements  of 
these  two  goals  are  available  in  the  private  sector  and  the 
government  does  not  need  to  stimulate  the  creation  of  such 
services.  The  administrative  needs  of  the  FMC  may  be  served  by 
the  use  of  these  services  through  more  traditional  facility 
management  contracts. 

It  is  not  news  that  everyone  would  like  something  for 
nothing.  Both  the  SEC  and  the  FMC  would  like  their  contractors 
to  make  a  profit  from  the  public  services  (collection  and 
dissemination)  adequate  to  Cv^ver  the  expense  of  providing  the 
government  with  the  internal  services  it  wants.  This  is  the  true 
problem  with  EDGAR.  Absent  extraordinarily  high  user  fees  (which 
are  likely  to  impede  access  to  government  information),  it  is 
difficult  to  understand  how  the  economics  will  permit  the 
government  to  get  a  virtually  limitless  number  of  value-added 
services  for  free.  The  only  way  is  the  rather  difficult  notion 
of  barter  —  where  in  return  for  the  provision  of  services  to  the 
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government   at   no   cost,    the  contractor  gets  something   of  great 

value,   e.g.,   a  monopoly  on  the  sale  of  data.      No  system  would 

more  clearly  and  directly  skew  the  marketplace's  judgments  about 
which  services  maet  market  needs. 

The  separation  of  the  internal  and  external  systems,  does 
not  solve  all  the  problems.  A  substantial  unsolved  problem  is 
how  to  control  the  resale  of  raw  data  that  the  contractor  will 
disseminate  to  the  public.  The  agency  will  understandably  seek 
to  monitor  if  not  fix  the  prices  that  the  contractor  may  charge 
for  public  access  to  the  data  it  electronically  maintains  in 
order  to  assure  that  price  is  not  an  impediment  to  public 
access.  Let  us  suppose  that  the  government  has  set  $1.00  as  the 
price  for  a  given  electronics  record,  or  $100  for  all  records 
produced  on  a  given  day.  A  wholesaler  could  purchase  all  the 
records  for  $100,  retain  them,  and  then  essentially  resell  them 
to  ten  other  firms  at  a  price  of  $50  each.  The  wholesaler  will 
have  made  $400,  and  the  wholesaler's  customers  will  have  each 
saved  $5C  by  not  buying  directly  from  the  government 
contractor.  m  addition,  the  wholesaler  will  still  have  the 
material  for  resale  purposes.  The  governmerc  contractor,  who 
spent  all  the  time  and  money  designing  and  operating  the  system, 
will  find  It  difficult  to  compete.  The  only  way  to  ensure  the 
ability  of  the  government  contractor  to  compete  m  the  sale  of 
raw  data  is  to  restrict  the  ability  of  it  competitor  to  resell 
the  raw  data  in  bulk  form. 

The  issues,  therefore,  are  on  one  level  fairly 
straightforward,  particularly  when  one  surveys  existing  private 
sector  services.  m  other  respects,  the  issues  are  extremely 
difficult,  particularly  insofar  as  the  government  seeks  to  marry 
external  filing  and  dissemination  functions  with  internal 
administrative  services.  I  believe  that  with  the  help  of  this 
Subcommittee  and  other  interested  persons,  the  FMC  will  develop 
an  appropriate  system  utilizing  the  input  of  the  private  sector. 
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Vr.  Kleczka.  Mr.  PutnaiP. 

STATEMENT  OF  DEAN  R  PUTNAM,  VICE  PRESIDENT,  CARRIER 
SYSTEMS  MARKETING,  TRANSAX  DATA  CORP.,  FALLL  CHURCH, 
VA,  ACCOMPANIED  BY  HENRY  GILBERTSON,  MEMBER,  BOARD 
OF  DIRECTORS 

Mr.  Putnam.  Mr.  Chairman  and  members  of  the  subcommittee, 
Tm  Dean  Putnam,  vice  president  of  marketing  for  Transax  Data 
Corp.  Transax  is  the  largest  publisher  of  maritime  tariffs  in  the 
United  States. 

I  have  with  me  today  Mr.  Henry  Gilbertson,  a  member  of  our 
board  of  directon;,  and  formerly  president  of  Sea  Land  Industries, 
one    the  largest  U.S.  flag  carriers  in  th  maritime  industry. 

We're  here  today  to  support  the  FMC's  tarT  automation  plan. 
We  believe  that  the  FMC  plays  a  vital  role  in  the  ir  nualional 
maritime  market  and  that  the  efficiency  and  productivi  y  of  the 
agency  suffers  on  the  whole  due  to  a  paper  lc;gjam  within  the 
agency. 

While  the  issue  today  is  FMC  automation,  I  would  like  to  point 
out  that  the  private  sector  has  been  committed  for  many  years  to 
development  of  automated  systems  for  the  filing  and  dissemination 
of  tariff  information  which  is  required  by  the  Federal  Maritime 
Commission. 

To  date  millions  of  dollars  has  beer  spent  by  numerous  firms  in 
the  private  sector  on  the  development  and  filingand  tariff  informa- 
tion retrieval  systems.  While  I  Juiderstand  the  FMC's  requirements 
to  automate  internally,  we  do  not  agree  with  their  pU  3  to  provide 
a  dissemination  service  to  the  public. 

These  services  are  already  in  place  and  have  been  for  many 
years. 

In  that  light,  I  would  like  to  relate  to  you  the  status  of  automa- 
tion within  the  industry  and  the  market  forces  that  are  currently 
working  within  the  industry. 

Transax  Data  was  formed  in  1980,  and  it  pioneered  the  electronic 
filing  of  tariffs  for  the  Federal  Maritime  C!ommission  and  thereaf- 
ter the  Interstate  Commerce  Commission.  In  1980  there  were  two 
microprocessors  on  the  market  and  much  of  the  development  in- 
volved communications  and  the  ability  for  microprocessor  J  to  com- 
pile, edit,  and  file  electronic  tariffs  with  the  Government. 

At  that  time,  the  only  systems  available  outside  of  mean  frame 
systems  in  use  by  only  the  largest  carriers  were  manual  systems 
provided  by  in-house  tariff  publishers  or  service  bureaus  like  Inter- 
national Tariff  Services. 

These  services  were  provided  mainly  on  paper  and  provided 
paper  distribution  of  millions  of  copies  a  month  around  the  world. 
Today  most  major  U.S.  flag  carriers,  many  of  the  independent,  and 
most  conferences  have  automated  teriff  compiling  systems  in  place 
and  have  the  ability  to  file  electronically  with  the  Federal  Mari- 
time Commissi  3n. 

Transax  has  users  in  New  York,  San  Francisco,  Florida,  Los  An- 
geles, Seattle,  Hong  Kong,  Manila,  London,  and  Brussels  and  there 
are  a  number  of  other  carriers  in  magor  port  areas  around  the 
world  currents  reviewing  our  system. 
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However,  even  though  a  m^ority  of  the  filings  beiag  made  with 
the  Federal  Maritime  Commifision  each  day  are  electronically 
transmitted,  the  FMC  does  not  benefit  from  this  electronic  infor- 
mation. 

In  order  to  satisfy  current  requirements,  they  must  print  these 
pages  out  and  hand  in  two  copies,  thus  contributing  to  the  paper 
jam  at  the  Federal  Maritime  Commission. 

The  development  and  marketing  of  automated  systems  within 
the  maritime  industry  has  not  taken  place  overnight.  Traditionally, 
the  service  has  been  provided  on  paper  with  manual  printing  and 
distribution.  It  was  a  new  concept  that  was  pioneered  by  CSS  4 
years  ago  and  the  growth  in  four  years  has  resulted  in  over  50  per- 
cent of  all  filings  before  the  Commission  being  electronically  trans- 
mitted. 

The  FMC  only  provides  minimum  standards  as  to  the  form  of  a 
tanfi.  The  carriers  themselves  must  describe,  in  addition  to  the 
rates  and  charges  they  assess  for  the  services,  all  of  the  services 
provided  to  the  shipper  that  affect  the  rates.  So,  the  tariff  is  a  mar- 
keting document  as  well  as  a  regulatory  document. 

As  a  marketing  document  the  tariff  is  distributed  through  mail 
and  courier  services  today  to  many  shippers,  receivers,  and  carriers 
around  the  world.  ITS  aloue  sends  out  over  100,000  tariff  amend- 
ments a  day  to  different  receivers  within  the  industry. 

One  of  the  key  elements  in  electronic  filing  is  the  sensitivity  of 
line  disruption  during  the  filing  process. 

In  the  4  years  that  Transax  has  been  providing  electronic  filing 
services  e  have  had  no  known  error  in  transmission,  lliat  is  un- 
heard of  in  the  electronic  industry.  We  had  to  develop  special  soft- 
ware that  guarantees  that  the  rates  as  developed  by  the  carriers 
V  ^re  accurately  transmitted  to  the  Government. 

The  tariff  is  also  a  l^al  document  so  any  errors  in  rates  or  omis- 
sion by  the  carrier  iJso  must  be  adhered  to  whether  or  not  they 
were  in  error.  So,  it  is  important  that  only  the  most  advanced  tech- 
nology on  commimicatons  be  permitted,  othr^rwise  errors  in  tariffs 
may  occur. 

During  this  period,  Transax  has  invested  millions  in  the  develop- 
ment and  marketing  of  electronic  filing  services.  WeVe  an  ultimate 
goal  of  presiding  electronic  dissemination  to  the  end  user,  shipper, 
earners,  and  other  users  of  transportation  services. 

In  doing  so,  we've  established  a  users  group  that  meets  twice  a 
year  to  discuss  automation  issues,  changes  in  regulations  and  new 
shipping  requirements  before  the  Federal  Maritime  Commission 
and  to  establish  direction  for  Transax  in  the  development  of  addi- 
tional services. 

This  electronic  users  group  has  already  invested  millions  of  dol- 
I  iS  in  hardware,  software,  training  and  the  creation  of  tariff  data 
uasis.  Electronics  for  filing  is  a  reality  today  aad  the  majority  of 

^  filmgs  currently  being  received  by  the  Federal  Maritime  Com- 
mission could  be  interfaced  into  an  FMC  internal  auditing  or  ex- 
amination procedure. 

\ye  hav*»  ^^^aewed  the  31  questions  that  this  committee  has  es- 
tablished in  tae  Congressional  Record  concerning  the  licensing  of 
Federal  data  basis.       believe  that  those  questions  are  pertinent 
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as  they  relate  to  the  licensing  of  Federal  data  basis,  and  its  role  of 
private  industry. 

However,  Jih  see  distinct  differences  between  the  treatment  of 
documents  and  final  requirements  before  the  Security  Exchange 
Commission  and  the  Patent  and  Trademark  Office  on  the  one  hand 
and  the  Federal  Maritime  Commission  on  the  other. 

Unlike  the  Security  Exchange  Commission  and  the  Patent  and 
Trademark  Office,  electronic  filing  and  dissemination  before  the 
FMC  already  exists.  It's  been  in  operation  for  over  4  years.  It's 
been  proven  reliable  and  the  marketing  of  the  commercial  services 
has  been  successful. 

The  tariff  document  is  not  a  standard  Government  form  like  you 
would  find  before  the  SEC  or  PTO.  It  is  a  working  document  that 
provides  the  prices  and  services  offered  by  each  carrier  in  a  freely 
competitive  environment. 

As  a  working  document,  the  ra^^  and  charges  are  changed  on  a 
daily  basis  depending  on  the  nature  and  cargo  movement  in  each 
trade.  As  such,  the  ability  to  obtain  this  information  electronically 
is  more  and  more  in  evidence.  Traditional  methods  of  distribution 
by  mail,  post  office,  and  the  courier  services  are  proving  inad- 
equate and  may  take  weeks  to  disseminate  this  information. 

We  estimate  at  this  time  that  there  are  3  million  commercial 
searches  a  month  in  tariffs  on  file  at  the  Federal  Maritime  Com- 
mission and  hundreds  of  private  libraries  maintained  worldwide  by 
different  users.  The  SEC  and  the  Patent  and  Trade  Office  do  not 
have  or  are  rot  part  of  an  internal  marketing  information  net- 
work. 

Additionally,  the  tariff  may  be  copyrighted.  Original  work  and 
the  formation  and  development  of  tariff  structure  and  rates  may  be 
copyrighted.  T  s  is  currently  being  reviewed  by  the  courts  today. 
However,  ther,  j  no  clear  decision.  We  believe  that  the  dissemina- 
tion of  this  information  is  public  and  therefore  not  subject  to  the 
copyright  provisions. 

We  believe  that  since  tariff  filing  has  already  been  proven  on  a 
commercial  basis,  the  FMC  could  bietiefit  from  existing  technology 
and  services.  The  appointment  of  a  single  contractor  would  tend  to 
provide  a  government  monopoly,  thereby  eliminating  firms  cur- 
rently operating  and  providing  services  in  thia  freely  competitive 
environment. 

The  appointment  of  a  government  monopoly  would  have  the  det- 
rimental affect  of  further  delaying  automation  by  many  years.  It  is 
common  in  this  automated  industry  to  wait  for  future  develop- 
ments that  have  been  announced  and  not  proceed  along  with  cur- 
rent available  services,  thus  delaying  implementation  and  expan- 
sion of  arrent  services. 

So,  we  believe  that  the  FMC  would  be  able  to  automate  m'^iy  of 
its  functions  through  the  use  of  a  contractor  which  would  L  jjrove 
difficult  or  costly  by  adopting  standards  compatible  with  existing 
services.  Also,  the  FMC  could  be  of  aid  to  current  services  by  devel- 
oping guidelines  for  future  developments  and  specif3nng  interfaces 
to  Government  files. 

We  do  not  believe  that  they  need  to  reinvent  the  wheel  by  rede- 
veloping electronic  filing  services  or  dissemination  services  which 
already  exist  and  have  proven  commercially  viable. 
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This  would  also  have  the  affect  of  automating  many  functions 
within  the  FMC  in  the  near  term  without  costly  development  and 
planning  operations  at  a  fraction  of  the  cost. 

Additionally,  development  would  be  needed  for  internal  use  at 
the  Federal  Maritime  Commission  which  will  not  have  any  com- 
mercial applicability. 

So,  we  applaud  the  FMC  and  support  their  initiative  to  provide 
an  advisory  conmiittee.  We  believe  it's  constructive  and  will  be  the 
fastest  approach  to  automating  tariffs  internally  at  the  Govern- 
ment. 

We  did  not  attempt  to  deal  with  legal  issues  pertaining  to  Feder- 
al data  base  automation.  What  wc  attempted  to  do  was  provide  in- 
formation on  existing  services  including  market  and  commercial 
issues  before  the  Maritime  Commission. 

We  hope  this  information  is  useful.  Gil  and  I  will  be  avcdlable  for 
any  questions. 

[The  prepared  statement  of  Mr.  Putnam  follows:] 
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TESTIMONY  OF 


TPAN5AX  DATA  CORPORATION 


AUTOMATED  ELECTRONIC  TARIFF  FILING 


AND  INFORMATION  SYSTEMS  (ATFI)  -  AT  THf 


FEDERAL  MARITIME  COMMISSION 


Mr.  Chairman,  members  of  the  Subcommittee,  I  am  Dean  R.  Putnam,  Vice 
President  of  Carrier  Systems  Marketing  for  Transax  Data  Corporation.  Transax 
Data  Corporation  Is  a  private  1nvestor<>owned  company  located  In  Falls  Church, 
Virginia.  Transax  is  the  largest  maritime  tariff  publisher  In  the  U.S.  and 
provides  a  tariff  filing  service  which  accounts  for  more  than  50%  of  the  dally 
tariff  filings  at  the  federal  Maritime  Commls^'on.  I  am  joined  by  Henry  L. 
Gllbertson,  a  member  of  Transax's  Board  of  Directors  and  former  President  of 
Sea>Land  Industries,  now  retired. 

Transax  Is  here  to  support  the  need  for  automation  of  the  Federal  Maritime 
Commission  (FMC)  tariff  library.   We  believe  that  the  FMC,  as  a  regulatory 
agency,  provides  a  vital  role  In  International  maritime  transportation. 
Automation  of  the  tariff  Horary  would  Increase  the  efficiency  and  productivity 
of  that  agency. 

Although  the  automation  of  the  FMC  Is  at  Issue  today,  the  private  sector 
maritime  Industry,  Including  carriers,  conferences,  shippe/s,  and  Information 
companies,  have  been  committed  to  tariff  automation  for  several  years.  The 
private  sector  has  spent  mill  lens  of  dollars  In  the  development  and  use  of 
electronic  tariff  filing  and  page  retrieval.  Mr.  Chairman,  I  believe  that  I 
understand  the  automation  Issue  at  the  FMC  and  In  the  course  of  this  testimony 
will  relay  to  the  Subcommittee  the  status  of  tariff  automation  In  the  maritime 
industry  and  the  market  forces  at  work. 

The  history  of  maritime  tariff  automation  Is  as  follows.  Transax,  In  1980, 
pioneered  the  development  and  commercial  acceptance  of  electronic  tariff 
filing.  This  service  Is  now  used  by  most  major  U.S.  flag  carriers.  Independent 
carriers,  and  the  maritime  conferences  operating  In  the  North  Atlantic  and 
Transpacific  trade  routes.  Today,  maritime  carriers,  conferences  and  tariff 
publishers  are  electronically  filing  tariffs  from  New  York,  San  Francisco, 
Florida,  Los  Angeles,  Seattle,  Tacoma,  Hong  Kong,  Manila,  London,  and  Brussels. 

Unfortunately,  the  "FMC  does  not  yet  benefit  from  this  electronic  filing 
system  because  the  electronically  received  tariff  page  must  be  converted  Into  a 
paper  document  before  It  Is  submitted  to  the  FMC  to  be  processed,  analyzed,  and 
cataloged  Ir.to  a  large  paper  library. 
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The  development  of  the  software  necessary  to  enable  electronic  tariff 
filing  has  been  difficult.    The  tariff  must  state  the  price,  terms  and  condi- 
tions for  the  shipment  of  specific  goods.  The  tariff  document  must  meet 
minimum  standards   as  required  by  the  FMC  but  no  standard  tariff  form  exists. 
This  IS  because  the  tariff  is  also  used  by  the  maritime  carrier  Industry  as  a 
marketing  document  for  international  publication  and  distribution.  Coinnunica- 
tions  software  had  to  be  designed  to  guarantee  that  the  text,  numbers,  and 
custom  graphics  would  arrive  at  the  Federal  Maritime  Coinnission  just  as  they 
kere  electronically  authored  by  each  carrier  or  conference  from  their  worldwide 
of  ices.    Electronic  transfer  of  information  is  sensitive  to  communications  line 
disruptions,  and  if  the  error  checking  software  is  not  sophisticated  and 
comprehensive,  a  figure  could  be  transposed,  a  commodity  description  garbled.  A 
tariff  IS  also  a  legal  document  which  sets  forth  the  terms,  conditions,  rates 
and  charges  that  each  conference  or  carrier  is  obligated  to  charge  regardless 
of  error. 

Mr.  Chairman,  I  am  not  atteroptin<i  a  discourse  on  communications  software. 
I  want  to  indicate  to  the  Subcommittee  that  electro.iic  filing  of  maritime 
tariffs  was  not  developed  overnight.  The  technology  requirements,  which  appear 
simple,  require  a  great  deal  of  sophistication.  Electronic  tariff  filing  to  the 
FMC  has  been  developed  and  enhanced  over  several  years  by  Transax  and  a  signi- 
ficant earner  use''  group.    Transax,  as  a  privat?  sector  company,  has  invested 
several  million  dollars  in  the  development  and  n.arketing  of  this  service  with 
the  ultimate  goal  of  providing  electronic  dissemination  of  tariff  information 
to  the  shipping  industry.    The  carrier  and  conference  user  group  has  al«o 
invested  over  a  million  dollars  in  equipment,  software,  mainframe  interfaces, 
the  building  of  electronic  tariff  data  bases,  and  in  training  personnel.  We 
believe  that  the  focus  of  the  Federal  Maritime  Commission  automation  issue 
should  be  on  the  internal  automation  of  the  FMC.  Restated,  we  believe  that, 
because  electronic  tariff  filing  is  a  reality  today,  and  is  supported  and  used 
by  so  many  carriers  and  conferences,  the  FMC  should  respond  accordingly  and 
interface  with  this  electronic  filing  service. 

Mr.  Chairman,  Transax  has  reviewed  the  list  of  31  questions  as  published 
in  the  Congressional  Record  of  March  14,  1984.  We  believe  that  these  questions 
summarize  the  public  policy  issues  related  to  the  license  of  a  federal  data 
base.  We  have  also  reviewed  testimony  given  before  this  Subcommittee  on  April 
29,  1985  by  the  Information  Industry  Association  on  federal  data  base 
automation  issues.  We  believe  the  Information  Industry  Association's  testimony 
is  pertinent  and  appropriate  in  describing  the  private  sector's  potential  role 
in  working  as  a  partner  with  a  federal  agency.  However,  we  believe  that  the 
Subcommittee  should  be  aware  of  some  of  the  distinct  differences  in  issues 
between  the  Securities  and  Exchange  Commission  fscc)  and  the  PUent  and 
Trademark  Office  (PTO)  on  the  -ne  hand,  deral  Maritime  Coninission  on 

the  other. 

1.    Unlike  at  the  SEC  or  the  PTO,  electronic  filing  and  dissemination  of 
ta.  ,ff  information  at  the  FMC  already  existed  prior  to  the  .ederal  agency's 
move  toward  automation.    Tne  private  sector,  including  maritime  carriers  and 
conferences,  has  developed  a  proven  filing  and  dissemination  iystem  during  the 
last  four  years.    Substantial  investment  has  been  made  in  the  system  by  the 
developers  of  these  systems  and  even  more  substantial  investment  has  been  made 
by  the  Transax  user  group. 
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2.  The  tariff  document  used  by  the  Federal  Haritlme  Cownlsslon  Is  not  a 
standard  government  form.    The  carrier  must  meet  certain  FMC  wlnlmum  standards, 
but  each  carrier  Individualizes  the  tariff  document  to  differentiate  his  ser- 
vices from  those  of  a  competitor.  The  document  serves  not  only  as  a  regulatory 
document  but  as  a  marketing  document  for  each  carrier  or  conference.    As  a 
marketing  document,  the  tariff  Is  used  as  a  pricing  contract  by  stating  the 
terms  and  conditions  under  which  transportation  services  are  provided.    It  Is 
estimated  that  over  3,000,000  commercial  tariff  searches  take  place  eacii  month 
in  hundreds  of  tariff  libraries  worldwide.    The  SEC  and  PTO  use  government  forms 
that  are  not  developed  in  the  same  manner,  and  are  not  part  of  an  International 
market  information  network. 

3.  Each  tariff  document  and  the  carriers'  authorship  of  the  t?r1ff  may  be 
protected  under  U.S.  copyright  laws.  The  courts  are  now  reviewing  this  Issue. 
The  information  contained  In  the  document  once  It  has  been  filed  with  the  FMC 
Is  public  information  but  the  graphic  design  and  textual  placement  of  copy, 
created  by  each  carrier  or  conference,  hiay  allow  eacn  tariff  document  to  be 
copyrighted.   The  SEC  and  the  PTO  documents  are  not  subject  to  this  law  because 
their  document  Is  a  standardized  government  form. 

4.  The  private  sector  maritime  Industry  has  Invested  a  substantial  sum 
of  money  In  the  development  of  electronic  tariff  filing  and  has,  more  recent- 
ly, developed  tariff  retrieval  systems  on  a  commercial  ba>1s.  Therefore, 
electronic  tariff  filing  and  Information  dissemination  Is  a  real Uy  within  the 
maritime  Industry  today.  In  fact,  approximlately  fifty  (50t)  percent  of  all 
tariff  amendments  received  by  the  FHC  on  a  dally  basis  are  electronically  filed 
via  existing  commercial  service.  In  addition,  electronic  dissemination  of 
.ariff  Information  has  already  been  developed  and  successfully  marketed  by  the 
private  sector  and  Is  available  worldwide. 

Since  tariff  automation  Is  commercially  proven,  the  Federal  Maritime 
Commission  could  benefit  by  taking  advantage  of  existing  technology  and  ser- 
vices on  a  contractual  basis.    We  do  not  believe  that  the  taxpayer  would  achieve 
significant  value  if  the  FMC  were  to  establish  a  tariff  filing  and  dissemination 
systems.  A  decision  by  the  FMC  to  select  a  single  contractor  or  to  license 
electronic  tariff  filing  and  dissemination  would  have  the  tendency  to  create  a 
government  monopoly,  thereby,  directly  eliminating  present  businesses  which  are 
now  providing  the  services  in  a  freely  competitive  environment.  The  existence 
of  such  a  monopoly  would  have  the  detrimental  effect  of  delaying  further  tariff 
automation  significantly,  perhaps  by  yeais. 

The  development  of  an  electronic  tariff  library  and/or  archive  system  at 
the  FMC  should  neither  be  difficult  nor  cost  the  American  taxpayer  millions  of 
dollars.    If  the  FMC  were  to  establish  standards  compatible  with  currently 
available  electronic  tariff  filing  and  dissemination  services,  and  provids 
guidelines  for  future  development,  the  taxpayer  would  not  b^*  burdened  by 
government  costs  for  reinventing  the  wheel.    Additionally,  the  FMC  could 
achieve  its  tariff  automation  goal  in  the  near  term  at  a  fraction  of  the  cost 
of  new  systems  development. 


We  believe  that  the  FMC's  recent  proposal  to  set  up  an  Automated  Tariff 
Filing  and  Information  System  (AFTI)  advisory  committee  is  a  wise  decision.  Ue 
know  that  the  FHC  is  aware  of  the  maritime  Industry  committment  to  tariff 
automation.    The  proposed  AFTI  advisory  committee  can  start  constructive 
discussions  and  near-term  implementation  of  tariff  automation  within  the  FMC. 

Mr.  Chairman,  we  have  not  attempted  to  deal  with  the  legal  Issues 
associated  with  federal  data  base  automation.   Ue  believe  that  we  could  give 
useful  information  to  the  Subcoffaaittee  on  present  market  technology  and  forces 
already  in  play  and  the  commercial  Issues  related  to  the  tariff  document.  Ue 
hope  that  ^his  information  has  been  useful.   Both  Mr.  Gilbertson  and  I  are 
available  for  any  ''"^^^g^  JJjj'^ "   ^  P'-JW 


233 


Mr.  Klbczka.  Fine,  thank  you  for  your  statement,  Mr.  Putnam. 

Mr.  Putnam,  you  indicated  that  you  think  it's  ill-advised  for 
FMC  to  go  into  this  new  system.  You  liken  it  to  remaking  the 
wheel.  However,  you  do  applaud  the  formation  of  the  advisory  com- 
mittee. 

My  question  to  you  is  what  happens  w  the  advisory  committee 
comes  out  with  the  reconmiendation  to  go  full  steam  ahead? 

Mr.  Putnam.  That  is  a  very  difficult  question  to  answer.  It  de- 
pends on  the  direction  the  FMC  takes. 

The  creation  of  a  monopoly  situation  would  definitely  deter  the 
future  development  of  additional  types  of  information  services.  Mr. 
Carey  stated  that  the  FMCs  data  base  is  one  of  the  laigest  in  the 
world.  I  would  like  to  also  add  to  that  statement  it's  probably  the 
most  highly  used.  We  estimate  that  there's  over  three  million 
searches  in  that  data  base. 

So,  there  is  room  for  a  number  of  private  firms  developing  infor- 
mation services  for  the  public  on  a  commercial  basis.  It  need  not 
burd^  the  taxpayer  for  reinventing  what  has  already  been  accom- 


Mr.  Klbczka.  Now,  the  Transax  system  is  up  and  operational. 
Does  It  contain  all  the  tariff  fding  that  FMC  is  charged  with? 

Mr.  Putnam.  No,  sir.  The  Transax  system  only  contains  tariffs 
that  have  been  compiled  and  filed  by  the  user  group.  That  is  an 
extensive  user  group  and  probably  60  percent  of  all  filings  today 
can  be  captured  through  that  system. 

Mr.  Klbczxa.  Are  there  other  services  providing  automated  serv- 
ice for  the  balance  of  the  40  percent? 

Mr.  Putnam.  There  are  other  services  providing  automated  filing 
services.  The  other  40  percent  could  be  obtained  through  100-per- 
cent filing  agreements  with  the  carriers. 

The  carriers  today  only  file  the  portion  of  the  tariff  changes  that 
need  to  be  received  by  the  Commission  on  the  same  day.  We  are 
attempting  to  get  100  percent  filing  participation  by  most  of  the 
earners  and  most  of  our  customers  are  going  along  with  that  idea. 

Many  of  the  carriers  still  need  to  commit  to  100  percent  filing  to 
keep  that  data  base  up  to  date.  It's  a  cost  issue  more  than  a  dis- 
semination or  public  information  issue. 

The  alternative  cost  for  putting  200  sheets  of  paper  in  an  over- 
night courier  is  $15  versus  communication  costs  in  the  neighbor- 
hood  of  25  to  50  cents  a  page  for  electronic  filing.  We  believe  the 
cost  issues  of  filing  will  be  irrelevant  when  compared  to  the  bene- 
fits derived  from  an  electronic  information  system. 

Mr.  Kleczka.  Can't  the  Commission  argue  that  there  is  no  cen- 
trally located  place  where  100  percent  of  the  filings  are  commer- 
cially available,  thus  we  should  do  it  ourselves. 
And,  Mr.  Becker,  if  you  want  to  respond,  or  Mr.  Putnam. 
Mr.  Becker.  I'll  be  glad  to  respond  because  RATES  is  100  per- 
cent of  the  data  base,  and  that's  why  we  went  back  and  put  that 
whole  data  base  together,  starting  in  1984. 

Mr.  Kleczka.  So,  you  do  hp-«  on-line  100  percent  of  all  the  fil- 
ings. All  the  documents  that  c*.^  at  FMC  you  have? 

Mr.  Becker.  Well,  I  have  roughly  600,000  pages  of  tariff  informa- 
tion in  our  file,  and  I  don't  know  whether  we  have  everv  document 
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the  FMC  lias,  but  we  have  every  document  that  relates  to  vessel 
operated  tariffe. 

Mr.  Kleczka.  OK.  Mr.  Putnam  indicated  that  his  system  had 
cost  of  roughlv  millions  of  dollars.  Can  you  give  us  a  little  better 
picture  as  to  how  much  you  have  invested?  And,  then  Td  like  to 
ask  Mr.  Becker  the  same  question. 

Mr.  Putnam.  Yes.  The  marketing  and  development  end  is  over 
$3.6  million  as  of  January  of  this  year. 

Mr.  Becker.  We  have— we've  not  finished  our  investment.  Its 
not  yet  at  that  stage  where  it's  profitable.  We  calculate  that  the 
threshold  of  entry  into  this  business  is  very  significmit.  We're  look- 
ing at  between — somewhere  between  $6  aind  ?10  million  as  an  in- 
vestment. 

Mr.  Kleczka.  Now,  Mr.  Becker,  you  mdicated  that  you  support 
the  FMC  proposal.  Is  that  only  for  mtemal  usage  and  not  dissemi- 
nation purposes? 

Mr.  Becker.  Well,  we  support  the  idea  of  the  FMC  mvestigating 
what's  going  on  in  the  market  and  streamlining  what  they  are 
doing.  We  think  it's  in  an  evolutionary  stage.  There  have  been  lots 
of  developments  in  the  private  sector  in  the  past  few  years  and  it 
really  hasn't  gotten  to  the  FMC  ytt. 

So,  I  guess  what  I  would  see  in  the  future  would  be  some  kind  of 
orchestrated  cooperation  between  the  private  sector  and  the  FMC 
accomplishing  the  goals  that  are  set  down  in  the  various  papers  on 
the  subject. 

Mr.  Kleczka.  However,  neither  of  you  gentlemen  are— nor  were 
representatives  of  your  firms— appointed  to  the  advisory  commit- 
tee. So,  how  do  you  anticipate  having  input  between  now  and  the 
final  report  from  FMC?  , 

Mr.  Becker.  Well,  we  appreciate  jeing  invited  here  and  we  re  op- 
timistic that  the  FMC  in  its  deliberations  and  its  committees  will 
take  a  very  hard  look  at  what  we're  doing. 

Mr.  Kleczka.  Have  either  of  you  gentlemen  approached  the  ofln- 
cials  at  FMC  to  discuss  the  contract  system,  a  commercial  contract 
system? 

Mr.  Putnam.  No,  sir. 

Mr.  Becker.  No,  we  have  not  sought  to  tie  the  FMC  to^  any  con- 
tract. We've  discussed  with  them  our  business—what  we're  doing. 
There  are  other  arms  of  the  FMC  which  are  interested  in  our  serv- 
ice and  we're  dealing  with  them,  and  I  might  ask  Jim  Devine,  per- 
haps he  might  want  to  add  something.  Jim  is  our  marketing  man- 
ager. 

Mr.  Kleczka.  Mr.  Devine. 

Mr.  Devine.  Yes.  Though  it  is  a  small  agency,  it  does  have  vari- 
ous responsibilities,  an''  one  branch  of  the  FMC  in  policy  and  plan- 
ning has  actually  begun  usage  of  the  RATES  svstem  to  look  at  the 
tariffs  and,  I  believe,  do  some  competitive  analysis  of  the  shipping 
trades  worldwide.  They've  used  other  data  provided  by  the  Journal 
of  Commerce's  PIERS  service,  which  is  shipping  data.  Mr.  Becker 
earlier  referred  to  it. 

Mr.  Kleczka.  OK.  Mr.  Gilbertson,  I'm  told  you  have  a  lot  of  ex- 
perience in  the  maritime  industry.  You  don't  have  to  respond  to 
that,  but  what  do  you  hear  about  FMC's  automation  plans  from 
others  in  the  industry? 
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Mr.  GiLi.2RTSON.  I'm  obviously  not  here  as  an  industry  spoke- 
man,  but  I  did  contact  some  carriers  in  the  industry  and  dealing  in 
a  so-called  expert  environment. 

The  information,  when  you  talk  to  the  carrier  about  automation 
at  the  FMC,  the  carrier  sees  that  as  the  business  of  the  FMC  being 
able  to  receive  electronic  filings  to  store  the  data  electroniodly  and 
to  retrieve  it  for  its  own  internal  use  electronically,  and  when  you 
talk  to  carriers^  that's  what  they  mean  when  they  say  would  you 
like  to  see  the  FMC  automate. 

And,  the  response  under  that  definition  was  wholeheartedly,  yes, 
th^  would  like  to  see  the  FMC  automate. 

Ilie  next  question  is  would  you  pay  something  to  see  that 
happen? 

The  answer  was,  no,  we  shouldn't  have  to  because  traditionally — 
now,  if  vou  avoid  hpndling  600,000  pieces  of  8x11.5  paper  a  year 
with  300,000  to  500,000  characters  on  every  page  and  you  convert 
that  to  an  electronic  reception  and  storage  format  you  should  pick 
up  enough  savings  to  pretty  much  satisfy  the  investment  and  hard- 
ware and  the  construction  of  the  software.  About  60  percent  of  the 
total  volume  is  available  electronically  today,  and  to  the  extent 
that  people  and  staff  are  involved  in  handling  that  paper,  they 
could  disappear. 

The  hardware  and  software  involved  to  fill  that  definition  of  au- 
tomation is  not  complicated.  It's  a  data  base.  It's  a  word-processor- 
type  of  approach.  It's  not  terribly  complicated  hardware  or  soft^ 
ware. 

They  think  that  the  savings  that  would  be  realized  by  an  imme* 
diate  conversation  of  60  percent  of  the  in-bound  filings,  dealing 
now  probably  with  an  average  change — 50  characters  per  change 
rather  them  5,000  characters  per  page,  would  probed>ly  be  succes^il 
for  the  most  part— should  for  the  most  part  fund  the  program 
through  labor  savings. 

Their  attitude  is  somewhat  different  about  the  business  of  provi- 
sion and  dissemination  of  data.  I  think  the  general  feeling  there  is 
that  that's  a  can  of  worms.  That  the  FMC  does  not  reaUy  under- 
stand what  is  involved  in  the  needs  of  the  user,  both  carrier  and 
commercial  user.  That  those  are  complicated  programs.  Very  cus- 
tomized in  some  areas.  They  are  not — they  do  not  standardize 
themselves. 

I  don't  think  they  perceive  the  FMt  as  probably  being  able  to 
develop  the  kind  of  capability  without  an  inordinate  cost  to  serve 
that  need,  and  I  don't  think  they  perceive  any  need  is  there.  There 
are  four  firms  up  in  the  business— all  substantial,  good  credentials, 
adequate  backing— that  are  in  that  business  ri^t  now.  And,  I 
don't  think  that  they  perceive  that  there's  any  need  for  the  FMC  to 
enter  into  that,  nor  would  it  be  a  successful  commercial  venture  for 
the  FMC  in  competition  with  four  established  services. 

All  of  them  felt  that  it  would  be  wise  of  the  FMC  to  appoint  an 
advisory  group,  which  I  understand  is  in  process,  and  that  probably 
a  whole  lot  of  the  expertise  necessarv  to  assist  the  FMC  task  force 
was  available  in  that  group  or  could  be  made  available. 

And,  as  a  sideline,  we,  of  course,  would  like  to  be  included  in 
that  group.  We  have  a  fiubstantial  amount  of  expertise.  Mr.  Beck- 
er's firm  has  a  substantial  amount. 
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In  the  aggregate,  within  that  group,  if  the  proper  people  were 
chosen  there  are  millions  of  dollars  worth  of  talent  who  have  al- 
ready gone  through  all  of  this  mechanism  and  that  could  probably 
save  the  FMC  from  making  any  large  errors  or  becoming  involved 
in  financial  obligations  that  were  beyond  their  means  to  satisfy. 
Mr.  Kleczka.  Or,  as  you  point  out  that  the  agency's  annual 


top  figure  of  $10  million  would  have  to  double  the  agency's  budget 
to  provide  for  this  new  electronic  system. 
Go  ahead,  sir. 

Mr.  Becker.  I'd  just  like  to  say,  Mr.  Chairman,  on  the  point  of 
participating  in  the  advisory  committee  I  think  that  would  oe  a  bit 
difficult  if  on  the  one  hand  we  were  seeking  to  advise  the  FMC 
what  it  ought  to  do  and  on  the  other  we  were  trying  to  sell  to 
them.  So,  I  think  we  could  be  a  resource  to  that  committee,  but 
probably  not  a  member  of  it. 

Mr.  Kleczka.  The  fox  watching  the  chickens. 

Mr.  Becker,  you  indicated  in  your  statement  that  you  would  sug- 
gest use  by  FMC  of  a  facilities  management  contract.  In  fact,  Mr. 
Putnam,  you  also  indicated  the  same  thing. 

How  would  this  type  of  an  idea  work? 

Mr.  Becker.  Well,  we  could,  or  anybody  could,  any  contractor 
could  make  available  the  data  base  to  the  FMiC. 
Mr.  Kleczka.  For  a  price.  For  a  fee. 

Mr.  Becker.  For  a  price,  right,  and  it  could  go  out  for  bidding. 
We  could  or  anybody  else  could  provide  the  equipment  and  the 
computers— maintain  that  equipment  deal  with  the  software  that 
was  necessaiy.  And  also  work  on  m  evolutionary  basis,  because 
one  of  the  things  we  find  in  dealing  with  this  data  base  is  that  it  is 
evolutionary,  and  we're  constantly  changing  the  software  to  meet 
the  needs  of  clients. 

So,  we  think  that  the  FMC  by  going  to  the  private  sector  could 
get  really  everything  that  it  wants  and  it  might  not  use  just  one 
company.  It  might  use  two  or  three. 

Mr.  Putnam.  Yes,  the  FMC's  use  of  the  data  can  be  broadly  de- 
fined in  two  major  areas.  The  r^uirements  of  analyzing  the  rates 
on  8  trade  route  to  ensure  that  the  trade  route  stayed  adequately 
protected  and  the  users  of  those  transportation  services  are  not  dis- 
criminated against. 

They  also  have  the  filing  requirements  which  are  in  place  when 
the  ca'^riers  decide  to  change  their  tariff  rates  to  services  provided. 
Under  the  Tranfcax  filing  system,  the  carrier  composes  or  compiles 
the  tariffs  and  files  it  directly  with  the  Commission.  There  is  no 
deviation  or  error  in  the  data  and  the  Commission  could  use  this 
data  for  examination  purposes. 

So,  we  see  basically  on  the  examination  end  the  data  should  be 
inputed  or  controlled  by  the  carrier  or  the  filer.  On  the  data  infor- 
mation end,  for  trade  studies  and  so  forth,  they  could  actually  have 
data  inputed  from  other  sources. 

Mr.  Kleczka.  Does  FMC  charge  for  filing  a  tariff? 

Mr.  Putnam.  No. 

Mr.  Kleczka.  OK,  when  anyone  requests  information  from  FMC 

is  there  a  fee  for  that  type  of  

Mr.  Putnam.  There  is  a  fee  schedule  established  for  that. 


budget  is  $11  million  and 


figures,  Mr.  Becker,  using  the 
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Mr.  Kleczka.  If  in  fact  they  would  have  to  buy  the  service  from 
a  commercial  enterprise  they  could  recoup  some  of  those  costs, 
other  than  the  internal  things  that  they  need  from  this  fee  struc- 
ture. 

Mr.  Putnam.  That's  correct. 

Mr.  Kleczka.  The  last  question  for  both  of  you  gentlemen— when 
the  hearings  are  completed  this  committee  will  issue  a  report  and 
probably  will  include  recommendations  to  the  agencies.  What 
would  TOu  like  to  see  this  committee  recommend? 

Mr.  Putnam.  I  would  like  to  see  the  committee  recommend  that 
automation  for  internal  uses  of  this  information  proceed  at  the 
Federal  Maritime  Commission  by  the  use  of  existing  services  or  tiie 
interface  with  existing  services  that  are  already  commercially 
available. 

As  far  as  the  dissemination  of  this  on  a  commercial  basis,  I  do 
not  believe  the  Commission  has  the  expertise  nor  would  they  wish 
to  fund  the  development — constant  development  of  programs  and 
custom  programs  that  the  user  requires. 

As  far  as  the  Commission  automating  internally,  it  would  bo  of 
great  benefit  to  themselves  and  to  the  industry  and  to  set  stand- 
ards for  future  development. 

As  far  as  dissemination,  I  think  that's  best  handled  in  the  pri- 
vate sector. 

Mr.  Kleczka.  Thank  you.  Mr.  Barker. 

Mr.  Becker.  Well,  Fd  agree  with  that  and  I  would  like  to  see  this 
committee  recommend  to  the  FMC  that  it  really  investigate  what's 
going  on  in  the  private  sector. 

I  think  the  industry  that  the  FMC  oversees  is— puts  the  FMC  in 
a  unique  position  vis-a-vis  the  SEC  and  the  others  because  they 
have  mature  services  available  to  utilize,  and  we'd  like  to  have  you 
urge  them  to  utilize  those  private  services. 

Mr.  Kleczka.  Mr.  Gilbertson. 

Mr.  Gilbertson.  Well,  I  know  Mr.  Carey  has  some  budgetary  re- 
straints, but  I  agree  with  Mr.  Becker.  I  think  there  are  experts  in 
the  area  that  are  available  that  would  be  happy  to  be  a  resource  to 
the  FMC  without  drawing  on  their  per  diem,  just  as  a  matter  of 
invitation.  No  obligation. 

Mr.  Kleczka.  Mr.  Devine,  any  closing  recommendations? 

Mr.  Devine.  Yes,  I'm  substantially  in  agreement,  and  as  Mr. 
Becker  said,  there's  an  awful  lot  out  there  in  the  private  sector  for 
the  FMC  to  utilize  and  we're  just  interested  in  seeing  them  give  it 
a  trv. 

Mr.  Kleczka.  And,  let's  not  remake  the  wheel. 
Mr.  Dbvinb.  Absolutely. 

Mr.  Kleczka.  Very  golbd.  Thank  you  all  for  appearing  today  and 
thank  you  for  your  very  interesting  testimony. 

At  this  time  we  call  the  last  panel  of  the  aAemoon. 

Mr.  Gerald  Meyer,  Associate  Commissioner  for  Mwagement  and 
Operations,  Federal  Food  and  Drug  Administration;  Mr.  Glenn 
Haney,  Director,  Office  of  Information  Resources  Management, 
U.S.  Department  of  Agriculture;  and  Mr.  Bryant  Benton,  Associate 
Director  for  Management  Services,  Bureau  of  the  Census. 

I  believe  Mr.  Benton  will  be  accompanied  by  Mr.  Jim  Curry, 
Chief,  Data  Access  and  Use  Staff. 
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Mr.  Meyer,  you're  the  leadoff  hitter  this  afternoon. 

STATEMENT  OF  GERALD  F.  MEYER,  ASSOCIATE  COMMISSIONER 
FOR  MANAGEMENT  AND  OPERATIONS,  FOOD  AND  DRUG  AD- 
MINISTRATION 

Mr.  Meyer.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  appear  before  you  with  my  col- 
leagues from  the  Bureau  of  the  Census  and  the  USDA. 

If  acceptable  to  the  committee,  I  would  offer  to  submit  my  state- 
ment for  the  record  and  only  make  a  few  informal  remarks. 

Mr.  Kleczka.  Yes,  sir,  we'd  appreciate  that.  Thank  you. 

Mr.  Meyer.  First,  FDA  has  an  electronic  bulletin  board  as  a 
result  of  having  contracted  for  electronic  mail  as  the  cost  effective 
means  of  communicating  with  our  10  regional  offices,  22  district  of- 
fices, and  about  90  resident  posts  throughout  this  Nation 

So,  it  required  very  little  additional  cost  and  effort  to  use  this  ar- 
rangement to  also  provide  more  information  about  the  FDA 
through  an  electronic  bulletin  board.  What  we  have  on  that  elec- 
tronic bulletin  board,  for  the  benefit  of  those  who  subscribe  to  it,  is 
information  about  recalls  of  products  which  present  a  problem,  en- 
forcement actions,  press  releases  on  important  product  informa- 
tion, new  product  approval  information,  summaries  of  Federal  Reg- 
ister proposals  and  decisions,  congressional  testimony  and  speeches 
on  policy  issues,  technical  information  for  health  professionals,  and 
selected  consumer  information  that  we  think  has  widespread  use. 

As  you  well  know,  FDA  is  responsible  for  the  safety  and  effec- 
tiveness of  products  which  account  for  almost  25  cents  of  every  con- 
sumer dollar. 

The  information  that  we  have  on  that  electronic  bulletin  board  is 
easy  to  use  and  relatively  inexpensive  for  the  organizations  that 
use  it.  We  find  it  increasingly  useful  to  the  health  professional 
community,  to  scientific  and  academic  groups,  and  to  the  private 
sector  and  the  news  media. 

The  information  we  place  on  our  bulletin  board  is  not  proprie- 
tary and  is  available  to  anyone. 

Your  invitation  today  also  asked  us  about  potential  innovations 
in  product  review  using  electronic  submission  of  data  and  electron- 
ic access  to  data. 

FDA  currently  has  several  tests  ongoing  and  has  conducted  some 
in  the  past.  These  include  electronic  submission  of  data  to  us  in  a 
variety  of  different  forms  and  electronic  access  to  industry  data  by 
our  reviewers.  These  tests  have  had  mixed  degrees  of  moderate  suc- 
cess. 

To  some  extent  this  is  because  of  the  variety  and  kind  of  data 
that  is  submitt€Hi  to  the  Food  and  Drug  Administration.  For  exam- 
ple, food  additive  petitions,  and  new  drug  approval  applications  can 
be  submitted  for  the  most  part  in  data  and  text.  But  sometimes 
they  include  chemical  formulas  and/or  methods  and  processes 
which  may  be  presented  in  graphical  form  and  then  there  are  limi- 
tations. 

Medical  device  applications  and  premarket  approval  appli- 

cations often  involve  pnxluct  design  drawings  and  specifications. 
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For  that  sort  of  thing  the  electronic  submission  of  such  data  is  very 
much  in  the  developmental  stage. 

We  have  not  found  a  perfect  solution  that  will  accommodate  all 
of  our  needs,  but  I  believe  an  exploding  technology  involving  such 
things  as  optical  laser  disks  which  have  emerged  in  the  last  few 
months  will  probably  solve  that  problem  for  us.  And  ultimately  I 
am  persuaded  this  techology  will  be  a  more  efficient  and  less  costly 

review.  ^  .         tmi  i.    i  j 

With  those  few  informal  remarks,  Mr.  Chairman,  1 11  be  pleased 

to  answer  any  questions  you  have. 
[The  prepared  statement  of  Mr.  Meyer  follows:] 
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Mr.  Chairman: 

The  Food  and  Drug  \diTnni stration  (FDA)  is  pleased  to  participate  in  this 
hearing  and  we  welcome  the  opportunity  to  describe  our  use  of  electronic  .neans 
to  diss*>minate  information  to  the  public  and  to  expedite  the  processing  and 
review  of  new  prod'ict  applications. 

FD*  's  impact  on  the  country's  economic  life  is  extensive,  as  indicated  by  our 
regulc>tion  of  products  accounting  for  approximately  25  cents  of  every  consumer 
dollar  spent.    Because  of  that  Impact,  we  vccided  to  seek  out  new,  more 
effective  ways  of  conmunicati ng  with  people  affected  by  products  we  regulate. 
We  believe  that  the  prol  fer  at  ion  of  small  computers  has  created  a  quantum 
change  in  the  cofmunications  opportunities  available  to  the  Agency     Since  the 
age  of  inexpensive,  easily  accessible  and  instantaneous  electronic 
communications  is  here  to  stay,  FDA  decided  to  explore  ways  of  utilizing  these 
technologies  In  fulfilling  our  mission. 

Electronic  Bullet.  Board 

FDA  established  its  electronic  bulletin  board  on  a  trial  uasis  in  January 
1983.    Prior  to  that  time,  FDA  nad  leased  an  electronic  mail  system  to 
communicate  with  our  field  offices.    As  part  of  tne  electronic  mail  agreement, 
ITT-Dialcom,  the  contractor,  offered  the  electronic  bulletin  board  service  at  a 
very  snail  cost.    Under  the  offer,  ITT-Dialcom  provided  a  "blank"  electronic 
bulletin  board  format,  to  be  maintained  by  FDA;  ITT-Dialcom   would  sell  the 
information  on  the  bulletin  board  to  the  public  for  a  fee.    FDA's  Office  of 
Public  Affairs  (OP^),  which  is  responsible  for  channelling  infornation  to  the 
public,  was  given  charge  of  the  electronic  bulletin  board. 


»E8T  COPY  AVAILABLE 


r 


248 


ERIC 


242 


Objectives 

FDA  has  always  sought  to  promote  awareness  and  understanding  of  health  matte,  s 
by  informing  the  public  about  key  issues  such  as  the  safety  of  foodr  and  food 
additives,  the  benefits  and  risks  of  drugs  and  devices,  important  product 
labeling  issues  and  recalls  and  other  potential  emergency  sftuations.  We 
terted  the  electronic  bulletin  board  as  a  means  of  communicating  with  the  news 
media  and  ultimately  the  public,  as  well       the  practicing  health  professional 
community,  scientific,  academic  and  organized  consumer  groups.    The  tebt  had 
the  following  objectives: 

0   To  provide  an  alternativt  to  traditional  mail,  espec:ally  for 
organizations  that  have  electronic  communications  with  their 
constituencies; 

0   To  provide  FDA  with  another  avenue  for  rapid  dissemination  of 
time-sensUive  information  requiring  wide  dissemination,  and 

0    lO  reduce,  in  the  long  run,  mailing  and  handling  costs  for  hd^d  copy 
documents  by  disseminating  information  electronically. 

In  developing  the  bulletin  board,  FDA  held  neetings  with  health  professional 
and  consumer  groups  allowing  then  to  influence  the  content  of  the  system,  making 
It  compatible  with  our  mutual  needs.    For  example,       negotiated  with  the 
contractor  tc  allow  no  nost  redistribution  of  FD'\  material  by  subscribers,  we 
worked  to  reduce  subscription  costs  from  $100  per  nonth  to  the  current  $25  per 
•"h»  and»  we  p^i^^nded  the  numbers  and  types  of  documents  available. 
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Electromcally  Available  Documents 

V.n    ^he  electronic  bulletin  board  was  started  in  1933,  only  two  kinds  of 
documents,  press  releases  and  FDA's  weekly  r-^call  list  (the  Enforcement  Report), 
were  available.    Now,  in  addition  to  press  releases  and  recalls,  tne  electronic 
bulletin  board  offers  the  Drug  and  Device  Product  Approvals  List,  the  Drug 
Bulletin,  the  FDA  Consumer  (excerpted),  veterinary  medicine  news»  summaries  of 
FDA  Federal  Register  documents.  Congressional  testimony  an-'  speeches  del  i veiled 
by  FDA  official  s. 

Al  of  these  documents  ar    put  on  the  electronic  bulletin  board  at  the  same 
time  they  are  made  available  to  the  public  through  other  channels,  such  as  in 
hard  copy  through  vinous  FDA  offices,  or  by  recorded  message,  as  is  done  with 
press  releases.    In  addition,  the  Drug  and  Device  Product  Approvals  List,  the 
FDA  Consumer,  the  Enforcement  Report  and  Federal  Registers  are  ail  avail  <^le  in 
hard  copy  by  subscription  through  either  the  Government  Printing  Office  or  the 
National  Technical  Information  Service. 

Operation  of  the  Electronic  Bulletin  Board 

FDA's  Office  of  Public  Affairs  electronically  receives  information  for  the 
electronic  bulletin  board  from  other  FDA  offices.    There  is  no  need  to  retype 
the  document.    Once  a  document  has  been  transmitted  to  OPA,  it  is  proofread, 
electronically  reformatted  to  fit  the  computer's  parameters,  ard  then  sent  to  a 
file  on  the  computer.    Once  it  is  in  the  computer,  the  document  is  proofread 
again  and  tnen  put  on  the  electronic  bulletin  board  itself. 

There  is  very  little  cost  m  the  transmission  of  dociments  to  the  elec:romc 

bulletin  board.    An  average,  two-page  press  release  takes  approximately 

one  minute  to  transfer  to  the  electronic  bulletin  board,  at  a  cost  of  $0.14  to 
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FDA.    Thus  we  realize  sanngs  not  only  in  postage  and  paper,  but  especially 
in  per  son-hO'jr  s  for  handling. 

Documents  are  easily  accessed  from  the  electronic  bulletin  board  by 
subscriber  3— once  an  individual  has  "signed-on"  to  the  system  a  menu  appears 
listing  Jl  of  the  dc':yuv»nts  that  are  available.    After  choosing  a  particular 
file,  the  user  can  then  search  that  file  using  a  keyword,  scan  through  the 
titles,  or  read  the  documents  within  that  file.    Users  can  then  mail  the 
document  tc    nother  ITT-Di a Icom  ma il  box,  saving  time  and  money  by  eliminating 
the  need  fcr  others  in  the  same  organization  to  read  the  electronic  bulletin 
board  to  find  the  samo  document. 

Currently,  a  variety  of  organizations  subscnbi  to  the  electronic  bulletin 
board,  including  drug  firms,  food  retailers,  health  care  services,  public 
relations  fi.ms,  the  mrdia,  and  Government  agencies. 

Propr letary  Rights 

The  FDA  bulletin  board  does  not  contain  proprietary  information,  and  FDA's 
bull etin  board  vendor  does  not  have  exclusive  rights  to  that  information.  FDA's 
agreement  w'"^  ITT-Dialcom  allows  any  Digicom  customer  (including  another 
commercial  bulletin  board  vendor)  not  only  to  gain  access  to  the  information, 
but  also  to  redistribute  it.    All  of  the  inforf^ation  on  the  electronic  bulletin 
board  is  available  to  any  organization,  public  or  private,  for  redistribution 
both  electronically  and  in  hard  copy.     ITT-Dialcom  is  not  responsible  for  the 
content  of  mater lal  on  the  electronic  bulletin  board,  no?  do  they  have  any 
rights       that"  idterial.    '^DA  holds  responsibility  for  the  accuracy  of  all 
data  available       ectly  from  ITT-Dialcom,  while  any  organization  that 
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redistributes  that  data  is  responsible  for  its  accuracy.    FD'*  hopes  that  its 
information  will  be  widely  distributed  throughout  a  ne^,       r  Djlletin  boards 
in  order  to  reach  a  variety  of  audiences. 

FDA  may  also  send  its  bulletin  board  information  directly  to  other  bulletin 
board  vendors  if  that  procedure  becofnes  worthwhile.    In  summary,  FOA's  bulletin 
board  arrangement  with  ITT-Oialcom  is  not  a  monopoly  for  ITT-Oialcom.  Our 
contract  has  '.een  designed  to  maintain  open  and  equitable  access  to  public 
information. 

Potential  Innovations  in  Product  Review 

In  your  letter  of  invitation  you  also  a?Hed  that  we  discuss  FOA's 
experimentation  with  the  electronic  submission  of  product  applications,  such  as 
new  drug  applications  (NOAs)  and  premarket  applications  (PMAs)  for  devices. 

For  example  in  the  drug  area,  NDAs  for  marketiag  of  pharmaceutical  products 
are  currently  submitted  on  paper  tc  FDA  for  review.    The  typical  NDA  fills  100 
to  300  volumes  at  250  pages  per  volume.    With  multiple  copies  of  each  volun'e 
required  to  facilitate  parallel  technical  reviews,  the  problens  of  storage, 
handling,  and  retrieval  have  been  overwhelming  and  the  submission  burden  on  the 
industry  has  been  substantial*    Clinical  data,  that  is,  sumnaries,  tabulations, 
and  individual  patient  case  report  forms  account  for  nearly  three-quarters  of 
each  NDA.    In  recent  years,  efforts  have  been  directed  at  controlling  the 
unwieldlness  of  clinical  data  submitted  on  paper.    Last  February,  the  Department 
of  Health  and  Human  Services  issued  final  regulations  streamlining  the  drug 
approval  process.    These  revisions,  known  as  the  NOA  rewrite,  reduced  routine 
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paperwork  sjCiii5Sions  by  as  ijc^  as  "'O  percent  anj  are  expected  tj  cut  the 
new  drug  approval  tine  by  an  a/erage  of  6  nonths  whiie  na^'/dining  high  ^^a^ety 
stdidards.    Several  other  non-regjl  atory  approaches  ha/e  d"*  so  been 
investigated. 

The  Agency  investigated  microfiche  an:j  -lagnetic  tape,  but  neither  proved  to  be 
satisfactory  for  review  purposes.  Investigations  currently  underway  address  the 
review  problen  by  relying  on  access  to  the  subir.itter '  s  data  in  the  submitter's 
computer.  Such  access  elitPinates  FDA's  computer  storage  probletns  and  provides 
the  capability  of  'lampulati  ^  the  clinical  data  into  formats  not  presented  in 
an  NDA. 

Three  ci1ot  projects  have  oeen  designed  to  test  the  efficiency  and  quality  of 
this  cption.    One  test  provides  direct  electronic  access  to  data  from  an  ongoing 
protocol,  a  second  test  relies  on  reports  provided  by  the  submitter  upon  request 
of  the  FDA  reviewer,  and  the  thud  test  -is  a  direct  comparison  of  NOA  reviews 
done  using  clinical  data  subnitted  on  paper  versus  data  submitted  in  electronic 
form. 

The  Agency  15  also  investigating  optical  laser  discs  as  another  alternative  to 
puper  submissions.  This  option  is  in  the  early  stage  of  investigation,  and  no 
propos:  s  for  pilot  testing  have  yet  been  developed. 

Conclusion 

In  conclusion,  FDA  has  discussed  two  opportunities  presented  by  the 
widespread  availaoility  of  computer  technology.    Fust,  computer  technology  may 
reduce  the  cost  ana  increase  the  efficiency  of  the  product  review  process.  This 
offers  the  hope  of  safer  products,  which  will  be  available  sooner  and  at  lower 
costs* 
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Second,  conpater  technology  has  enhanced  FOA's  comrnumcation  with  the  public 
as  shown  oy  the  2-year  test  of  the  electronic  bulletin  "-^oard.    As  a  result  of 
this  test,  in  October  1934,  FDA  Commissioner  Young  decided  to  expand  the 
operation  of  the  electronic  bulletin  board.    He  directed  staff  to  improve  its 
format,  increase  the  volume  of  informa     n  U  handles,  and  expand  its  audience 
by  promotion  to  additional  consumer  organizations  having  electronic 
capab  il  ity. 

Mr,  Chairman,  that  concludes  my  statement,  I  will  be  happy  to  answer  any 
questions  the  Subconimttee  may  have, 

Mr.  Kleczka.  Thank  you,  Mr.  Meyer.  Mr.  Haney. 

STATEMENT  OF  GLENN  P  HANEY,  DIRECTOR,  OFFICE  OF  INFOR- 
MATION  RESOURCES  MANAGEMENT,  U.S,  DEPARTMENT  OF  AG- 
RICULTURE 

Mr.  Haney.  Thank  you,  Mr.  Chairman. 

My  name  is  Glenn  P.  Haney,  Director  of  the  Office  of  Informa- 
tion Resources  Management  with  the  Department  of  Agriculture. 

With  your  permission  I,  too,  will  simply  highlight  the  statement 
that  I've  presented  to  you  for  the  record. 

Mr.  Kl'sczka.  You  must  have  been  before  our  committee  before. 
Thank  you  very  much.  [Laughter.] 

Mr.  Benton,  what  do  you  plan  on  doing?  [Laughter.] 

Mr.  Benton.  It  seems  to  be  a  wave. 

Mr.  Ki^zKA.  Mr.  Haney. 

Mr.  Haney.  We  appreciate  the  opportunity  to  be  here  to  tell  you 
a  little  bit  about  the  Department  of  Agriculture's  Electronic  Dis- 
semination of  Information. 

We  have  been  involved  in  the  dissemination  of  information,  both 
the  collection  and  dissemination  of  information  to  the  public  for 
many  years.  It's  a  traditional  role  for  the  Department  of  Agricul- 
ture. 

We  have  essentially  depended  upon  the  standard  print  media  ac 
the  means  of  doing  this  in  providing  both  hard  copy  publications 
and  mail  distributions. 

This  method  is  costly  and  it  does  not  reach  all  the  people  that  we 
would  like  to  reach,  particularly  with  our  perishable  or  time-sensi- 
tive data. 

With  the  existence  of  the  cost-effective  computer-based  systems 
in  communications,  we  now  have  tho  opportunity  to  provide  alter- 
natives to  the  traditional  media. 

A  few  years  ago  a  number  of  our  agencies  did  experiment  with 
come  efforts  at  disseminating  some  of  their  specific  information 
that  previously  had  been  made  available  only  in  hard  copy.  Our  ex- 
perience with  those  trials  helpeo  us  to  broaden  our  thinking  to  in- 
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elude  new  types  of  data  that  could  be  disseminated  for  the  first 
time. 

For  example,  the  foreign  agriculture  service  trade  leads  could  be 
disseminated  electronically  and  be  made  available  almost  immedi- 
ately to  those  who  needed  them  today  and,  of  course,  tomorrow  the 
information  was  out  of  date. 

Through  this  experience  we  discovered  there  are  new  types  of 
users.  Traditionally  we  were  aiming  our  information  at  farmers, 
rural  communities,  and  agriculture  related  organizations.  Now  we 
see  a  new  marketing  and  business  potential  and  the  demand  for 
the  data  has  increased  significantly. 

We  learned  some  lessons  from  our  pilot  operation  that  caused  us 
to  reevaluate  our  original  approach.  First— our  first  approach  was 
to  look  at  what  the  pilot  tests  had  done.  They  had  aimed  their  ef- 
forts primarily  at  seeking  a  better  way  to  disseminate  information 
and  they  had  not  pursued  a  competitive  bidding  process. 

We  have  discovered  that  other  organizations  that  are  in  the  busi- 
ness of  marketing  information  felt  that  they  should  also  receive 
our  data  directly  from  our  agencies.  They  wanted  the  same  seivice 
there  competitors  were  receiving 

This  really  placed  us  in  a  dilenmia.  We  couldn't  continue  to  in- 
crease our  resources  assigned  to  the  dissemination  function.  We 
either  had  to  retreat  on  our  electronic  dissemination  or  find  a 
better  method  to  satisfy  the  public  need.  To  pursue  the  individual 
agency  approach  was  making  it  difficult  for  users  who  had  to  actu- 
ally access  two  or  three  or  four  different  services. 

Multiple  services  was  not  the  answer.  It  was  eminently  apparent 
to  us  that  a  single  resource  or  a  single  service  was  better,  so  we 
proceeded  to  select  a  single  computer-based  dissemination  service 
that  would  support  the  needs  of  all  of  the  Department  of  Agricul- 
ture's agencies. 

Our  objective  was  to  reach  the  large  publishers,  news  services, 
farm  organizations,  trade  associations,  and  the  commercial  elec- 
tronic information  and  videvtec  services. 

We  wanted  t"  offer  a  simplified  bulk  data  or  wholesale  type  of 
data  dissemination  service.  We  proceeded  through  a  competitive 
procurement  and  selected  Martin  Marietta  Data  Systems  to  pro- 
vide the  required  service  to  us. 

We  had  seven  key  agencies  within  the  Department  involved  in 
this  project.  I  will  not  enumerate  all  of  these  agencies. 

The  role  of  the  Office  of  Information  Resourcea  Management  was 
to  coordinate  that  activity. 

The  system  we  now  have  is  primarily  designed  to  disseminate 
perishable  or  time-sensitive  data.  Examples  of  such  agency  releases 
are  daily  market  reports,  weekly  and  monthly  crop  and  livestock 
statistical  reports,  periodic  economic  outlook  and  situation  reports, 
USDA  news  releases,  foreign  agricultural  trade  leads,  export  sales 
reports,  and  weekij  world  agricultural  production  and  trade  round- 
ups. 

The  computer-based  system  had  to  meet  several  criteria: 
One,  all  organizations  would  have  to  have  equal  access  to  it. 
Two,  the  vendor  would  not  have  any  unfair  advantage  over 
others  by  accessing  the  data  for  resale  on  his  own. 
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Three,  access  by  users  would  have  to  be  sufficiently  easy  to  en- 
courage broad  use. 

Four,  the  system  would  support  various  types  of  USDA  data  in  a 
single  format. 

Five,  cost  of  the  system  would  be  reasonable  for  all  users,  and 
USDA  would  retain  control  over  the  data. 

By  that  we  mean  that  we  specify  what  data  will  be  maintained, 
when  it  will  be  released  and  when  it  will  be  deleted  from  the 
system. 

Mr.  Chairman,  in  summary  I  would  like  to  point  out  a  few  key 
features  of  our  system  that  diifferentiates  it  from  some  of  the  others 
covered  today. 

We  focused  on  the  information  requirements  of  the  potential 
users  of  the  system.  We  discovered  that  the  users  wanted  every- 
thing from  1-line  market  news  reports  to  a  40-page  economic  out- 
look and  situation  report. 

We  specified  a  single  system  that  would  meet  all  of  those  kinds 
of  requirements. 

Another  important  feature  is  the  automatic  transmission  of  re- 
ports to  users  immediately  upon  release  by  USDA.  With  our 
system,  organizations  that  an  eeking  information  can  specify  the 
kinds  of  information  they  want,  which  is  then  automatically  trans- 
mitter' to  them  immediately  upon  release  by  USDA. 

This  automatic  transmission  solves  another  problem  for  us.  Some 
of  our  data,  such  as  the  periodic  Crop  Production  Reports  have 
great  value  at  the  moment  of  release.  Automatic  transmission 
allows  us  to  guarantee  that  all  who  require  it  receive  it  at  the 
saro'"  time. 

Ti  user  fee  concept  was  adopted  by  USDA  a  few  years  ago  for 
those  requesting  printed  reports  and  publications  in  order  for  the 
Department  to  recover  printing  and  distribution  costs.  This  same 
policy  has  been  applied  to  the  electronic  system. 

The  minimum  fee  for  a  user  is  $150  a  month.  Martin  Marietta 
will  return  to  USDA  10  percent  of  the  total  charges  to  the  conmier- 
cial  and  private  users  of  this  system  to  help  defr^^v  our  cost  of 
using  the  system. 

From  the  viewpoint  of  our  agencies,  they  are  now  able  to  reach 
the  broadest  possible  community  of  end  users,  while  only  transmit- 
ting the  data  once. 

One  last  point:  "^e  system  will  provide  us  with  a  tool  to  measure 
the  demand  for  our  data. 

Based  on  statistics  we  receive  from  our  contractor,  we  can 
remove  data  not  accessed  and  place  greater  emphasis  on  the  kinds 
of  data  that  is  heavily  dems^ided,  and  so  on. 

While  our  system  is  not  scheduled  to  gc  operational  until  next 
week,  we  are  most  encouraged  by  the  enthusiastic  support  and  re- 


j  we  have  receive^^  dpte..^  ^  -       r-i  > 
feel  through  i4fllMmK#ffd(^  we  have  devel- 


oped an  approach  that  provides  maximum  benefit  to  all  concerned. 

That  concludes  my  statement.  I  will  be  happy  to  answer  any 
questions. 

Mr.  Kleczka.  Thank  you,  Mr.  Haney. 

[Tlie  prepared  statement  of  Mr.  Haney  follows:] 
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TESTIMONY  OF  GLENN  P.  HANEY 
DIRECTOR,  OFFICE  OF  INFORMATION  RESOURCES  MANAGEMENT 
U.S.  DEPARTMENT  OF  AGRICULTURE 
BEFORE  THE 

GOVERNMENT  INFORMATION.  JUSTICE,  AND  AGRICULTURE  SUBCOMMITTEE  OF  THE 
HOUSE  COMMITTEE  ON  GOVERNMENT  OPERATIONS 
JUNE  26,  1985 

Mr.  Chainnan,  members  of  the  SuLCommittee,  I  appreciate  the 
opportunity  to  discuss  the  Department  of  Agriculture  s  program  for 
electronic  d^'ssemination  of  ''nformation  (EDI). 

Agencies  of  the  U.S.  Department  of  Agriculture  (USDA)  have 
traditionally  recognized  their  responsUillty  to  collect  and  develop 
information  which  is  shared  with  the  public  as  well  as  with  USDA  agencies 
and  other  federal  and  state  agencies  and  institutions. 

The  method  of  dissemination  for  many  years  had  beer  limited  to 
hardcopy  publications  and  mail  distribution.    This  metrtOd  was  costly  to  us 
and  obviously  did  not  begin  to  meet  the  needs  of  the  public  for  access  to 
perishable  or  time-sensitive  data. 

With  the  advances  In  technology,  cost-effective  computer-based  systems 
and  cormunl cations  pow  provide  us  with  an  alternative  to  the  traditional 
print  media.    Several  of  our  agencies  recognized  this  as  much  as  three 
years  ago  and  initiated  various  independent  pilot  programs  to  test  the  use 
of  electronic  methods.    The  Initial  emphasis  with  these  pilot  projects  was 
to  better  dis«;eminate  information  that  had  previously  been  made  available 
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In  hardcopy.   However,  expef-lence  with  electronic  dissemination  has  caused 
us  to  broaden  our  thinking  to  Include  new  types  of  data  that  could  now  be 
disseminated  for  the  first  time;  for  example,  reports  that  would  totally 
lose  significance  If  they  faM  to  reach  the  proper  audience  In  a  timely 
manner.   More  specifically,  the  Foreign  Agrlcutural  Service  trade  leads 
could  not  be  distributed  effectively  through  the  mall. 

We  also  found  that  as  the  existence  of  our  pilot  projects  became 
known,  new  types  of  users  emerged.    Traditionally,  USOA  had  focused  on  the 
Information  requirements  of  farmers,  rural  communities  and  some 
agrlcuUure-rel  ited  orgcnizatlons.    With  the  availability  of  electronic 
transmission  capabilities,  a  new  marketing  and  business  potential  became 
apparent  and  the  demand  for  data  Increased  significantly.    We  recognize  the 
importance  of  data  that  Is  readily  available,  current,  and  accurate  In 
fostering  and  supporting  a  healthy  national  agricultural  Industry  and 
promoting  a  strong  marketing  position  both  here  and  abroad. 

Mr    ^f.dlnnan,  the  electronic  dissemination  oT  Information  project  I'm 
here  to  discuss  with  you  today  evolvod  out  of  the  several  Independent 
agency  efforts  to  utilize  electronic  technology  for  Information 
dissemination.    We  learned  some  lessons  from  the  pilot  operatlo.T  that 
caused  us  to  reevaluate  our  appro;»ch. 

First,  the  selection  of  a  dissemination  service  by  those  agencies  that 
initiated  Independent  pilots  was  done  on  a  small  scale  and  without 
competitive  bidding     Their  concern  at  that  time  was  to  test  the 
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application  and  evaluate  tt.e  public  demand,    "owever,  other  organizations 
In  the  business  of  marketing  Information  felt  that  they  should  also  receive 
our  data  directly  from  the  USOA  agencies.    These  requesting  organizations 
reasonably  wanted  the  same  service  their  cofppetltors  were  receiving.  USOA 
agencies  were  facing  a  dilemma.    We  couldn't  continue  to  Increase  our 
re$ources  assigned  to  the  dissemination  function.    We  had  to  either  retreat 
from  our  Initial  advances  In  electronic  dissemination  or  find  a  better 
method  to  satisfy  the  public  need. 

We  also  recognized  that  by  promoting  Independent  agency  approaches,  we 
were  making  It  difficult  for  the  user  community  to  ocqu Ire  the  data.  They 
had  to  be  aware  of  and  subscribe  to  multiple  services  In  order  to  obtain 
all  the  USDA  data  they  needed. 

The  solution  for  the  Department  was  to  select  a  single  computer-based 
dissemination  service  thai  ^ould  support  the  needs  of  all  USOA  agencies. 
Our  objective  was  to  reach  organizations  such  as  large  publishers  and  news 
services,  farm  organizations,  trade  associations  and  the  cofrmerclal 
electronic  Information  and  videotex  services  who  vould  further  enhance  the 
davj  for  their  own  marketplace  and  ultimately  reach  the  broadest  possible 
community  of  end  users.   We  needed  to  offer  a  simplified  bulk  data  or 
"wholesale"  type  of  data  dissemination  service.    We  went  through  a 
competitive  procurement  and  selected  Martin  Marietta  Data  Systems  (MMOS)  to 
provide  the  required  service  for  us. 

The  seven  USDA  agencies  involved  in  the  selection  we  e     Ag'-lcul tural 
Marketlrg  Service,  Economic  Research  Service,  Extension  Service,  Foreign 
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Agricultural  Service,  National  Agricultural  Library,  Office  of  Governmental 
and  Public  Affairs,  and  Statistical  Reporting  Service,  with  coordination  by 
the  Office  of  Information  Resources  Management. 

The  system  is  primarily  designed  to  dissemi.iate  perishable  or 
time-sensitive  data.    Examples  of  agency  releases  made  available  thrcjgh  , 
the  system  are:    daily  market  reports,  weekly  and  monthly  crop  and 
livestock  statistical  reports,  periodic  economic  outlook  and  situation 
reports,  USOA  news  releases,  foreign  agricultural  trade  leads,  export  sales 
reports,  and  weekly  world  agricultural  production  and  trade  roundups. 

The  defined  computer-based  system  had  to  satisfv-  ^he  following 
criteria: 

.    All  organizations  contracting  with  the  selected  vendor  ^o  obtain 
USOA  data  would  have  equal  access  to  it 

.    The  selected  vendor  would  not  have  unfair  advantage  over  others  by 
accessing  the  data  for  resale  on  Its  own. 

.    The  method  of  access  by  users  would  be  sufficiently  easy  to 
encourage  broad  use. 

.    The  system  would  support  various  types  of  USOA  data  In  a  single 
format  that  could  be  easily  implemented  by  the  USOA  agencies. 
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.   Cot',  of  the  system  would  be  reasonable,  both  to  the  USDA  agencies 
^nd  to  the  organizations  acquiring  our  data* 

.    'JSOA  would  retain  tot^l  control  over  the  data,  «pec1fy<ng  what  data 
will  be  maintained,  when  it  will  be  released  and  Vi  en  It  will  be 
deleted  from  the  system. 

Mr.  Chairman,  I'd  lire,  1n  summary,  to  point  out  a  few  key  features  of 
the  USDA  ^.DI  system  that  differentiate  it  from  some  of  the  other*  covered 
today. 

We  focused  on  the  Information  requirements  of  the  potential  users  of 
the  system.    The  data  that  users  sought  varied  from  a  one-line  AMS  market 
news  report  to  a  40-page  ERS  outlook  and  situation  report.    Sonie  releases 
were  text  only;  some  contained  extensive  tables .    We  specified  a  sinyle 
system  that  would  meet  all  of  these  require.nents .  . 

An  important  feature  of  our  system  is  tht  automatic  transmission  of 
reports  tr    sers  immediately  upon  release  by  USDA.    Some  of  our  data  is 
released  on  schedule  so  that  those  requiring  it  would  know  when  to  request 
It.    However,  much  of  it  is  not  predictable  and  yet  loses  value  if  it  is 
not  immediately  received.    With  our  system,  organizations  contracti.ig  with 
iMMDS  specify  the  kinds  of  information  they  want  which  is  th^  i  automatically 
transmitted  to  them  immeofately  upon  release  by  USDA. 

This  automatic  transn-ission  feature  has  also  st-l  ved  another  problem 
fo*"  us.    Zome  of  our  data,  such  as  the  Statistical  Re^.ort1ng  Ser-ice  crop 
proHuction  forecast?    ^ave  great  value  at  t^e  moment  of  release.  The 
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automatic  transmission  allows  us  to  guarantee  that  all  who  require  It 
receive  it  at  the  same  momti  ^. 

The  "user  fee"  coi.cept  yas  adopted  by  USOA  a  few  years  ago  .or  thos 
requesting  printed  reports  and  publications  In  order  for  the  department  to 
recover  printing  and  distribution  costs.    The  same  policy  has  been  applied 
to  electronic  delivery  of  Information.    Organizations  deslrlny  access  to 
USDA  data  will  contract  with  MMDS  for  tho  service.    The  charge  wi  '  vary 
depending  on  the  type  and  speed  of  communications  desired  and  the  amount  of 
data  obtained.    The  minimum  fee  Is  $150  per  month.    MMDS  ^'111  return  to 
USLA  1.  percent  of  the  total  charges  to  commercial  and  private  u-»rs  of  the 
System  to  help  defray  our  cost  of  using  the  system. 

From  the  viewpoint  of  our  agenc^'es,  they  are  greatly  relieved  to  be 
able  to  effectively  reach  the  b  Oddest  possible  community  of  end  users, 
utilizing  the  .ar^ous  types  of  private  sector  systens  while  only 
transmltti  ,  the  data  once. 

One  last  point,    the  system  will  provide  us  w.th  a  tool  to  measure  the 
demand  for  our  data.    Based  on  statistics  we  receive,  we  can  remove  data 
not  accessed  and  place  greator  emphasis  on  the  kinds  of  data  heavily  In 
demand. 

While  our  system,  Mr.  Chairman,  Is  not  scheduled  to  go  operational 
until  next  week,  we  are  most  encouraged  by  the  enthusiastic  response  we 
have  received.    We  feel  that  through  a  min'mum  effort  on  our  part,  we  have 
developed  an  approach  that  provides  maximum  benefit  to  ourselves  and  to 
those  who  are  assisting  us  in  reaching  the  ultimate  users  of  our 
Information. 
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Mr.  Kleczka.  Mr.  Benton. 

STATEMENT  OF  BRYANT  BENTON,  ASSOCIATE  DIRECTOR, 
BUREAU  OF  THE  CENSUS  FOR  MANAGEMENT  SERVICES,  AC- 
COMPANIED BY  JAMES  CURRY,  CHIEF,  DATA  ACCESS  AND  USE 
STAFF,  DATA  USER  SERVICES  DIVISION 

Mr.  Benton.  Mr.  Chairman,  I  am  Bryant  Benton,  Associate  Di- 
rector of  the  Bureau  of  the  Census  for  Management  Services. 

With  me  this  afternoon  is  James  Curry,  Chief  of  our  Data  Access 
and  Use  Staff  of  our  Data  User  Services  Division. 

With  your  permission,  I,  too,  will  abbreviate  my  comments. 

Let  me  h^gin  by  briefly  describing  the  Census  Bureau's  statisti- 
cal praams,  how  we  disseminate  our  rtatistics  and  who  uses 
them.  Tina  information  will  provide  an  appropriate  context  for  a 
discussion  of  CENDATA,  the  Census  Bureau's  electronically  dis- 
seminated data  base. 

The  Bureau  of  the  Census  is  the  primcuy  agency  of  the  Federe! 
Government  engaged  in  the  collection,  cc;npilation  and  publication 
of  general  purpose  statistics.  It  is  responsible  for  taking  all  of  the 
censuses  authorized  bv  law,  including  those  of  population,  housing, 
agriculture,  retail  and  wholesale  trade,  service  industries,  manufac- 
turers, mineral  industries,  transportation,  construction  industries, 
and  governments. 

Data  collected  in  these  censuses  are  published,  variously,  for  the 
nation,  states,  cities,  and  counties.  Population  and  housing  statis- 
tics are  also  published  for  Congressional  districts,  census  tracts  and 
blocks. 

In  addition  to  the  censuses,  the  Census  Bureau  conduct:  sample 
surveys  on  a  monthly,  quarterly,  and  annual  basis.  These  surveys 
encompass  some  of  the  same  subjects  as  the  censuses,  providing 
current  information  on  social  and  economic  conditions. 

Users  of  Census  Bureau  atistics  include  the  Congress,  Federal, 
Stato,  and  local  agencies,  tusinesses,  academic  researchers,  news 
media,  community  service  organizations,  trade,  professional  and 
minority  associations,  labor  unions,  religious  oiganizations,  civic 
groups,  students,  and  the  general  public.  Many  users  have  ye«rs  of 
experience  in  accessing  and  using  data  from  the  Census  bureau's 
censuses  ar  1  surveys.  Others  are  first-time  users,  who  are  not  cuite 
sure  where  to  start. 

To  meet  the  diverse  needs  of  such  a  wide  range  of  users,  and 
data  use  capabilities,  the  Census  Bureau  publishes  its  statistics  in 
printed  reports,  microfiche  computer  tape,  and  flexible  diskettes. 
The  publications  are  availi.ble  tor  public  use  in  more  than  1,350 
Federal  and  125  census  depository  libraries. 

The  public  use  computer  ta^ies  containing  statistics  from  our  cen- 
suses and  surveys  are  sold  by  the  Census  Burean  to  anyone  who 
desires  to  purchase  them,  and  are  provided  free  to  the  States  par- 
ticipating in  the  State  Data  Center  Pirogram.  Commercial  firms  fre- 
quently buy  our  tapes  and  repackage  them  for  their  customer 

From  the  forgoing,  you  can  see  that  the  Censva  Bureau  pub- 
lishes both  a  wide:y4dMy^Md  ft  voltiM^f  products  to  meet 
the  data  needs  of  users  in  our  society.  The  implementation  of  CEN- 
DATA, the  subject  of  my  remarks,  represented  a  fine-tuning  for  ad- 
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dressing  two  very  specific  user  needs,  o^e  long-standing,  and  the 
other  relatively  new. 

First,  there's  been  a  problem  ever  since  the  first  Federal  statis- 
tics were  published  of  getting  quick  access  to  data  soon  after  they 
were  released  to  the  public.  F^;r  example,  many  news  organizations, 
as  well  as  end  users,  waut  duch  key  economic  indicators  as  retail 
sales,  manufacturers  shipments,  inventories  and  orders,  and  hous- 
ing starts  as  soon  as  they  are  released  by  the  Census  Bureau.  Press 
releases  and  information  on  newly  released  products  are  also 
wanted  at  the  earliest  possible  moment. 

The  other  need  that  CENDATA  was  designed  to  meet,  was  the 
desire  of  many  users  to  take  advanta^  of  the  significant  advances 
in  recent  years  in  end  user  commumcations  with  computers.  The 
mcreased  availability  of  opportunities  for  users  to  interact  online 
with  computerized  data  bases  and  the  explosion  of  terminals,  word 
processors,  and  microcomputers,  created  a  natural  demand  for 
access  to  Census  Bureau  information  using  Uiese  capabilities. 

While  several  commercial  vendors  offered  dial-up  value  added 
type  services  based  on  selected  Census  Bureau  statistics,  no  one 
provided  timely  electronic  access  to  press  releases,  new  product  in- 
formation, and  statistics  in  a  simple  information  mstrib^  on 
system.  To  meet  these  two  user  needs,  quick  access  to  time  sensi- 
tive information  and  electronic  access  to  Census  Bureau  informa- 
tion, the  Census  Bureau  conceptualized  a  program  in  1983  which 
was  to  become  CENDATA. 

Several  principles  were  identified  to  guide  the  development  of  an 
electronic  dissemination  system: 

First,  avoid  any  schemes  that  would  permit  public  access  to  the 
Census  Bureau  s  computers.  This  was  to  prevent  both  public  per- 
ception problems  and  the  remote  possibility  of  unauthorized  access 
to  title  Xin  confidential  data. 

Second,  avoid  competition  with  the  private  sector. 

Third,  reduce  costs  to  the  Government  by  not  having  to  develop 
or  purchase  software,  lease  computer  time,  and  the  like. 

Finally,  develop  a  system  that  would  be  simple  er  ough  for  a  wide 
variety  of  users  to  access. 

The  decision  was  made  to  determine  whether  a  public-  private 
joint  venture  to  develop  an  electronic  data  dissemmation  system 
following  these  principles  was  possible.  In  November,  1983,  a  "Re- 

Suest  for  Information^'  was  published  in  the  Commerce  Business 
tally,  soliciting  expressions  of  interest  by  firms  in  providing 
Census  Bureau  data  and  product  information  online  in  a  full  text 
format  at  no  cost  to  the  Census  Bureau.  Of  the  19  firms  requesting 
additional  information,  2  accepted  and  now  offer  CENDATA  to  the 
public  as  part  of  their  regular  services. 

CENDATA  went  on  the  air  in  August  198^.  The  Census  Bureau 
determines  what  is  to  be  included  in  CENDATA,  and  when  infor- 
mation IS  to  be  deleted.  We  update  CENDATA  directly,  on  a  daily 
basis,  from  a  stand  alone  Census  microcomputer  over  the  telephone 
lines  to  the  vendors.  The  Census  Bureau  has  free  access  to  CEN- 
DATA on  the  vendors'  computers  and  iS  not  charged  for  updating 
nor  data  storage. 

Date  are  transmitted  from  the  Census  Bureau  in  a  Bureau  deter- 
mined format  which  does  not  require  customizing  for  individual 
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vendors.  CENDATA  is  accessible  to  all  customers  of  the  ♦wo  ven- 
dors that  we  now  have.  Users  can  print,  or  download-  that  is, 
copy— the  disks  on  all  or  parts  of  CENDATA. 

As  data  bases  go,  CENDATA  is  rather  small.  Its  total  size  is 
about  3  million  characters  which  takes  about  one  percent  ot  a 
standard  disk  drive  on  a  mainframe  computer.  For  comparison,  all 
of  the  statistics  available  from  the  Census  Bureau  would  add  up  to 
hundreds  of  billions  of  characters. 

While  we  do  not  have  statistics  on  the  users  of  CENDATA, 
through  personal  and  written  contact,  we  know  thav  public,  aca- 
demic, and  ox)rporate  librarians,  Stai«  data  centers,  trade  associa- 
tions, banl:s,  market  researchers,  other  Federal  agencies,  and  in- 
vestment companies  are  using  this  data  source.  We  promote  the 
availability  of  CENDATA  in  our  newsletters  and  statistical  reports 
and  at  conference  exhibits  and  professional  association  meetings. 
The  vendors  promote  it  in  their  literature  and  at  their  user  meet- 
ings. 

CENDATA  represents  just  one  of  the  many  ways  that  the  Census 
Bureau  packages  and  delivers  its  information  to  meet  the  needs  of 
a  wide  variety  of  data  users.  The  use  of  dectronic  dissemination 
does  not  replace  any  of  the  previous  ways  used  to  disseminate 
Census  Bureau  statistics,  nor  are  there  any  plans  to  eliminate  any 
statistics  published  in  paper  format  that  are  also  available  elec- 
tronically. 

This  concludes  my  testimony.  Til  be  glad  to  answer  any  questions 
you  may  have. 
[The  prepared  statement  of  Mr.  Benton  follows:] 
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STATEMENT  BEFORE  THE 
SUBCOMMIHEE  ON  GOVERNMENT  INFORMATION, 
JUSTICE,  AND  AGRICULTURE 
OF  THE  HOUSE  C»fimEE  ON  GOVERNMENT  OPERATIONS 


June  26,  1985 


CEND'TA:    Disseminating  Census  Bureau  Data  Electronically 


Good  afternoon,  Mr.  Chairman.    I  an  Bryant  Benton,  Associate  Director  of  the 
Bureau  of  the  Census  for  Management  Services.   Let  «e  begin  by  briefly  describing 
the  Census  Bureau's  statistical  programs,  how  we  disseminate  our  statistics,  and 
who  uses  them.    This  information  will  provide  an  appropriate  context  for  a 
discussion  cf  CENDATA,  the  Census  Bureau's  electronically  disseminated  data 


Thd  Bureau  of  the  Census  Is  the  primary  agency  of  the  Federal  Government  engaged 
in  the  collection,  compllaticn,  and  publication  of  general -purpose  statistics. 
It  is  responsible  for  taking  all  the  censuses  authorized  by  law,  including  those 
of  population,  housing,  agriculture,  retail  and  wholesale  trade,  service 
industries,  manufactures,  mineral  industries,  trani^ station,  construction 
industries,  and  governments.    Data  collected  In  these  censuses  are  published 
variously  for  the  Nation,  states,  cities,  and  count.es.   Population  and  housing 
stUistics  are  also  published  for  Congressional  districts,  census  tracts,  and 
blxks. 

In  addition  to  the  censuses,  the  Census  Bureau  conducts  san^le  surveys  on  a 
monthly,  quarterly,  end  annual  basis.    These  surveys  encoopass  some  of  the  same 
subjects  as  the  censuses,  providing  current  information  on  social  and  economic 
conditions.   Monthly  ^nd  annual  statistics  on  U.S.  foreign  trade  are  also  tabu- 
lated and  published  hy  the  Census  Bureau.   County  population  estimates  are  pre. 
pared  annually. 
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Users  of  Census  Bureau  statistics  Include  the  Congress,  Federal,  state,  and 
local  agencies,  b-.tiesses,  academic  researchers,  news  media,  community  service 
organizations,  trade,  professional,  and  minority  assoclaclons,  labor  unions, 
religious  organizations,  civic  groups,  students,  and  the  general  public.  Many 
users  have  years  of  experience  in  accessing  and  using  data  from  the  Census  Bureau's 
census^^s  and  surveys.    Others  are  first  time  users  who  are  not  quite  sure  where 
to  start. 

To  meet  the  diverse  needs  of  such  a  wide  range  of  users  and  data  use  capabili- 
ties, the  Census  Bureau  publishes  its  statistics  in  printed  reports  (an  average 
of  2.000  new  titles  a  year),  microfiche,  computer  tape,  and  flexible  diskettes. 
The  publicatic  s  are  available  for  public  use  In  more  than  1,350  Federal  and  125 
Cpnsus  Depository  Libraries.    Publications  are  also  distributed  to  more  than 
1,200  stute  and  local  organizations  for  public  usp  through  our  State  Data  Center 
Program.    The  U.S.  Government  Printing  Office  sells  all  Census  Bureau  reports  at 
nominal  prices.    Microfiche  products  are  sold  by  the  Census  Bureau  and  the 
Government  Printing  Office  and  the  flexible  diskettes  are  sold  by  the  Census 
Bureau. 

The  public  use  computer  tapes  containing  statistics  from  our  censuses  anu  sur- 
veys are  sold  by  the  Census  Bureau  to  anyone  who  desires  to  purchase  them  and 
are  provided  free  to  the  scates  participating  in  the  State  Data  Center  Prograrp. 
The  states  provide  the  public  with  printouts  and  other  services  baspd  on  the 
tapes.    Commercial  firms  frequently  buy  our  tapes  and  repackage  them  for 
their  Lustomers. 

From  the  foregoing,  you  can  see  that  the  Census  Bureau  publisher;  both  a  wide 
variety  and  great  vo'ume  of  products  to  meet  the  data  needs  of  users  in  all  sec- 
tors of  our  soMPty     The  iniplementation  of  CENDaT^,  the  subject  of  my  remarks. 
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represented  a  fine  tuning  to  dddress  two  very  specific  user  needs-one  long 
standing  and  the  other  relatively  ne^.   First,  there  has  been  the  problem 
ever  since  the  first  Federal  statistics  were  published  of  getting  quick  access 
to  data  soon  after  they  were  released  to  the  public.    For  example,  many  news 
organizations  as  well  as  end  users  want  such  key  economic  Indicators  as  retail 
sales,  manufac'  ners'  shipments.  Inventories  and  orders,  and  hous'ng  starts  as 
soon  as  they  are  released  by  the  Census  Bureau.    Press  releases  and  Information 
on  newly  released  products  are  also  wanted  «t  tho  earliest  possible  moment. 
Access  to  information  soon  after  It  is  released  racher  than  waiting  for  delivery 
through  the  mail  or  reading  about    t  weeks  or  months  later  In  a  newsletter  Is 
critical  to  many  users. 

The  other  need  that  CENOATA  was  designed  to  meet  was  the  desire  of  many  users  to 
take  advantage  of  tne  significant  ^vances  In  recent  years  In  end  user  com- 
munications with  computers.    The  Increased  availability  of  opportunities  tor 
users  to  interact  online  with  computerized  data  bases  and  the  explosion  of  ter- 
minals, word  processors,  and  microcomputers  created  a  natural  demand  for  access 
to  Census  Bureatj  information  using  these  capab-.lities.    While  several  commercial 
vendors  offered  dial-up  value  added  type  services  based  on  selected  Census 
Bureau  statistics,  no  one  provided  timely  electronic  access  to  press  releases, 
new   product  information,  and  statistics  in  a  simple  information  distribution 
system     To  meet  these  two  user  needs—quick  access  to  time  sensitive  infor- 
mation and  electronic  access  to  Census  Bu-eau  information— Census  Bureau  staff 
conceptualized  a  program  in  1983  which  was  to  becone  CENDATA. 

Several  principles  were  identified  to  guide  t^^  development  of  an  electronic 
dissemination  systern. 
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—Avoid  any  schemes  that  would  permit  public  access  to  the  Census  Bureau's 
conputers  (this  was  to  prevent  both  public  perception  problems  and  the 
remote  possibility  of  unauthorized  access  to  confidential  data); 

—Avoid  competition  with  the  private  sector; 

--Reduce  costs  to  the  Government  by  not  having  to  develop  or  purchase  soft- 
ware, lease  computer  time,  and  the  like;  and 

—Develop  a  system  that  would  be  simple  enough  for  a  wide  variety  of  users 
to  access. 

The  decision  was  made  to  determine  whether  a  public/private  venture  to  develop 
an  electronic  data  dissemination  system  following  these  principles  was  pc  ible. 
In  November  1983  a  "Request  for  Information"  was  published  in  the  Commerce 
Business  Dailj^  soliciting  expressions  of  interest  by  firms  in  providing 
Census  Bureau  data  and  produrt  information  online  in  a  full  text  format  at  no 
cost  to  the  Census  Bureau.    Of  the  nineteen  firms  requesting  additional  infor'- 
mat^on,  two  accepted  the  Bureau's  gu. •''lines  and  now  offer  CENDATA  to  the  public 
as  part  of  their  regular  S'jrvices.    CENDATA  went  on  the  air  in  August  1984. 

CENOATA  is  the  Cens  *s  Bureau's  naiue  for  a  Jata  base  consisting  of  press 
releases,  new  product  InformaMon,  and  statistics  from  many  of  the  Bureau's  cen- 
suses and  surveys.    Under  the  terms  of  the  agreements  with  the  vendors,  CENDATA 
raust  be  offered  to  the  public  in  a  full-text,  menu  driven  system.    "Full  text" 
meanb  that  the  press  releases,  new  product  descriptions,  and  statistical  tables 
are  stored,  retrieved,  and  displayed  in  a  page-like  format.    "Menu  driven"  means 
that  the  user  selects  the  press  releases  and  so  for     for  display  from  lists  of 
titles  shown  on  the  screen.    One  of  the  vendors  also  offers  a  key  word  search 
capabi 1 1 ty, 
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The  Census  Bureau  determines  what  Is  to  be  Included  in  CENOATA  and  when  infor- 
mation is  to  be  deleted.    We  update  CENOATA  directly  on  a  daily  basis  from  a 
Census  Bureau  microcomputer  over  the  telephone  lines  to  the  vendors'  computers. 
The  Census  Bureau  has  free  access  to  CENOATA  on  the  vendors'  computers  and  is 
not  charged  for  updating  nor  data  storage.    Oata  are  transmitted  from  the  Census 
Bureau  in  a  Bureau  determined  format  which  does  not  require  customizing  for 
individual  vendors.    CENOATA  is  accessible  to  all  cusiumprs  of  the  two  vendors. 
Users  can  print  or  download  (copy)  to  disks  all  or  parts  of  CENOATA. 

As  data  bases  go,  CENOATA  is  rather  small.    It's  tc*al  size  is  about  3  million 
characters  which  takes  about  one  percent  of  a  standaro  disk  drive  on  a  mainframe 
computer.    For  comparison,  f)^  of  the  statistics  available  from  the  Census 
Bureau  would  add  to  hurd;eds  of  billions  of  characters.    CENDATA  include?  Census 
Bureau  press  -releases,  descriptions  of  new  products,  and  selected  data  from 
current  surveys  U  the  areas  of  agriculture,  business,  construction,  housing, 
foreign  trade,  governments,  manufacturing,  and  population.    Most  of  the  data 
presented  from  these  surveys  are  highliyhts  fro    the  published  reports.  In 
addition  the  data  base  Includes  state  profiles  and  rankv-s  utilizing  data  from 
the  Statistical  Abstract,  selected  statistics  on  countries  around  the  world, 
county  population  estimates,  and  short  descriptions  of  the  Census  Bureau's  cen- 
suses and  surveys. 

Whilt  we  do  not  have  statistics  on  the  users  of  CENOATA.  through  personal  and 
written  contact  we  know  that  public,  academic,  and  corporate  lib-arians,  state 
data  centers,  trade  associations,  banks,  market  researchers,  other  Federal 
agencies,  and  Investment  companies  are  using  this  data  source.    We  promote  ♦he 
availability  of  CENDATA  in  our  newsletters  and  statistical  reports  and  at  con- 
ference exhibits  -id  professional  association  meetings.    The  vendors  promote  U 
in  their  Mterature  and  at  their  user  meetinqs. 
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CSNDATA  represents  just  one  of  the  Tiany  ways  that  the  Census  Bureau  packages  and 
delivers  Us  Information  to  meet  the  needs  of  a  wide  variety  of  data  users.  The 
use  of  electronic  dissemination  does  not  replace  any  of  the  previous  ways  used 
to  disseminate  Census  Buieau  statistics  nor  are  their  any  plans  to  eliwinate  any 
statistics  published  in  paper  format  that  are  also  available  electronically. 
CENDATA  is  a  1980' s  refinement  of  our  efforts  to  make  Census  Bureau  statistics 
more  accessible  and  useful. 

This  concludes  my  testimony.    I  will  be  glad  to  answer  any  questions  you  may 


have. 
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CENDATA  Hetrlng— Questions  and  Answers 
June  36,  Id85 


1.    What  are  the  name^  of  the  two  finrs  that  offer  CENDATA  to  the  public? 

DIALOG  Infonnatlon  Services  of  Palo  Alto,  CA;  and  The  Glimpse  Corporation  of 
Alexandria,  VA. 


2.    How  c    you  choose  the  two  cownerclal  vendors  now  offering  CENDATA? 

Of  the  19  companies  that  responded  to  the  "Request  for  Information"  published 
'n  the  Cowmerce  Business  Dally  In  Noveober  1983,  they  are  the  only  ones  that 
agreed  to  offer  CENDATA  on  their  systeis  according  to  our  terms. 


3.    What  are  the  requirements  that  a  ^Irm  inust  meet  to  participate  In  the 
CENDATA  program? 

The  basic  requirements  are: 

1.  The  vendor  shall  not  charge  the  Census  Bureau  foi  accessing  the  system 
for  data  transmission,  storage,  verification,  or  deletion; 

2.  The  CENDATA  data  base  shall  not  be  combined  by  the  vendor  with  other 
Census  Bureau  data  or  any  other  data  offered  by  the  vendor; 

3.  Users  of  CENDATA  shall  not  be  required  to  purchase  any  additional  data 
or  service  In  order  to  access  CENDATA; 

4.  CENDATA  Shall  be  developed  In  a  "full  text"  fo-nnat  using  a  menu  driven 
approach; 

5.  The  vendor  shaO  provide  the  Census  Bureau  with  free  connect  time  for 
demonstration  purposes; 

6.  The  vendor  shall  utilize  a  national  communications  network  thdt  will 
*now  users,  via  a  local  dial-up,  to  access  CENDATA. 


4.    Have  you  had  any  complaints  from  other  vendors? 
No,  none  at  all . 


5.    How  does  the  Census  Bureau  support  activities  related  to  the  implementation 
and  maintenance  of  CENDATA? 

Funds  from  the  various  censuses  and  surveys  designed  ♦'or  publication  and 
dissemination  are  used  to  fund  ♦■he  Census  Bureau's  internal  CENDATA  ope-a- 
tions.    No  funHs  are  provided  to  the  vendors. 


6.    How  much  does  it  cost  the  Census  Bureau  to  support  CENDATA  activities? 
Approximately  $75,000  a  year. 
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7.   What  legal  authority  does  CENDATA  operate  under? 

Title  13  of  Che  United  States  Code  directs  the  Census  Bureau  to  collect  and 

fubllsh  statistics  on  a  variety  of  topics.    Ue  Interpret  •publish"  In  the 
roadest  sense.  Including  the  use  of  electronic  dissemination. 


8.    If  another  vendor  asked  the  Census  Bureau  to  provide  a  copy  of  CENDATA, 
wpuld  you  make  It  available  to  then? 

Yes,  under  the  sane  conditions  that  we  provide  It  to  'he  two  vendors  now 
offering  CENDATA  to  the  public. 


9.    How  much  Jo  the  two  vendors  charge  for  CENDATA? 

One  charges  S28  an  hour  and  the  other  $^6  an  hour.    These  charges  are  at  the 
low  end  of  current  commercial  dial-up  Infomatlon  costs.    Sane  data  bases 
cost  as  much  as  S500  an  hour  to  access. 


10.  Ooii't  you  think  that  these  rates  are  too  hi*    co  obtain  Govermsent  data? 

No.    These  are.  In  fact,  at  the  low  end  of  the  range  of  cownerclal  charges 
for  this  type  of  service.    It  Is  our  position  that  we  will  let  the  market 
olace  determine  the  rates.   Additionally,  there  Is  a  tendency  to  compare  the 
price  of  electronic  access  to  data  with  the  price  of  a  report  published  by 
the  Government  Printing  Office.    Except  In  highly  subsidised  situations, 
these  costs  will  seldom  ever  be  similar.    Further,  there  are  hidden  costs  In 
purchasing  a  book  such  as  traveling  to  the  book  store  or  waiting  for  a  mall 
order  delivery.    These  costs  are  not  usually  factored  In  the  conparlson. 


11.  Aren't  people  without  terminals  or  who  can't  pay  the  high  cost  of  dial-up 
access  denied  access  to  the  benefits  of  using  CENDATA? 

The  simple  answer  Is  yes.    However,  a  large  number  of  libraries  have 
contracts  with  one  of  the  vendors  that  offers  CE1DATA  and  provide  public 
access  to  their  services.   Also,  the  Information  In  CENDATA  Is  also 
available  In  paper  format  through  the  Government  Printing  Office,  libraries 
and  other  traditional  sources. 


12.  How  can  you  Justify  giving  CENDATA  to  commercial  firms? 

In  turn  for  providing  the  data  to  the  vendors,  th  j  do  not  charge  the 
'^ensus  liureau  for  the  use  of  their  (^o^uters  to  update  and  store  the  data 
plus  they  each  provide  the  Census  Bureau  100  hou^s  of  free  access  to  the 
data  monthly.    Additionally,  It  Is  our  opinion  that  through  this  extension 
to  our  data  dissemination  program  we  are  able  to  meet  the  needs  for  timely 
and  electronic  access  to  selected  Census  Bureau  Info.-matlon  at  a  very  small 
cost  to  the  Government. 
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Mr.  Kleczka.  Fine.  Thank  you,  Mr.  Benton. 

Mr.  Benton,  you  indicated  that  there  are  t^o  v^^ndors  which 
work  with  the  Census  Bureau  on  this  CE>rDATA  svt^tem.  What 
type  of  fee  arrangement  or  contract  Joes  the  Census  Bvreau  have 
with  these  two  vendors? 

Mr.  Benton.  Basically,  there  are  six  factors,  or  six  eleu?ent»  in 
the  contract.  One,  the  CENDATA  data  base  shaU  not  be  combined 
L  J  vendor  with  other  Census  Bureau  data,  or  any  other  data 
offered  by  the  vendor;  two,  users  of  CENDATA  shall  not  be  re- 
Jd^^r^Am^P^^^'^  additional  data  service  in  order  to  access 
CENDATA;  three,  CE^NDATA  shall  be  developed  in  a  full 
format  using  a  menu  driven  approach;  four,  the  vendor  shall  pro- 
vide the  Census  Bureau  with  free  connect  time  for  demonstration 
purjposes;  fiw,  the  vendor  shall  utilize  a  national  communications 
network;  and  six,  the  vendor  shall  not  charge  the  Census  Bureau 
for  accessing  the  system,  data  transmission,  storage,  verification,  or 
deletion  of  Census  data  from  the  dtta  base. 

Mr.  Kleczka.  So  there's  no  dollar  amount  on  this  type  of  activi- 
ty? Its  just  a  use  of  services  type  of  thing? 

Mr.  Benton.  Yes,  sir.  Precisely. 

Mr.  Kleczka.  OK.  Unlike  Agriculture,  which  will  be  receiving  a 
lO-percent  return  from  the  vendor?  Is  that  how  to  put  it? 
Mr.  Benton.  That's  one  way,  sir. 

Mr.  Kleczka.  In  other  words,  it's  an  appropriate  10-percent  fer. 

Why  doesn  t  the  FDA  have  a  similar  type  of  an  arrangement? 

Mr.  Meyer.  You  mean  where  we  receive  money  back? 

Mr.  Kleczka.  Or  services.  It's  my  belief  that  you're  paying  for  all 
your  services,  and  getting  nothing  for  free?  i- 

Mr.  MEYra.  Well,  we  are  paying  $8,000  a  vear  to  put  our  infor- 
mation on  the  electronic  bulfetm  board.  Further,  we  are  doing  that 
m  what  we  still  think  is  a  period  of  evaluation.  We  thought  that 
war  a  ^.retty  modest  amount,  Mr.  Chairman.  What  we  have  also 
done  IS  .x)rduade  our  contractor  to  lower  his  fee  to  subscribers, 
ihey  pay  uJ>  $25  a  month  now  to  obtain  that  information. 

vVe  belit  'e  we  have  a  rosponsibility  to  communicate  the  informa- 
tior  on  tht  bulletin  board  and  we  believe  this  is  more  efficient 
th..:i  many  other  approaches.  Over  the  long  term,  we  hope  to  re- 
plav-e  jome  of  the  nard  data  requests  that  we  now  receive  in  the 
term  )f  corretpondence  by  having  people  access  available  informa- 
tion. As  consumer  groups  and  others  become  increasingly  aware 
that  we  have  been  able  to  reduce  one  costs,  perh^os  to  zero,  and 
then  we  may  very  well  receive  something  back.  It  hasn't-but  this 
18  only  the  third  year. 

Mr.  Ki^czka.  You're  saying  until  the  rosts  start  increasing  over 
and  above  the  $3,000,  you're  not  looking  at  a  user  fee  or  

Mr.  Meyer.  I  dcn't  think  our  costs  will  increase  over  the  $3,000;  I 
taink  they  11  go  down.  I  think  when  the  organization  that  ^e're 
contractmg  with,  Dialcom,  receives  enough  subscribers  where  that 
business  becomes  profitable  for  them,  we  will  expect  further  reduc- 
tions m  our  costs  and  we  will  seek  them. 

Mr.  Kleczka.  T^t  me  ask,  do  you  tliink  it's  appropriate  for  an 
agency  to  bartei    j  information  in  exchange  for  free  services? 

Mr.  Meyer.  We!l,  I  don't  think  that's  really  the  way  we  look  at 
what  we  rc  .^oing.  We  are  willing  to  provide  this  information  to  any 
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urgaaizatio»  The  contractor  that  we're  dealing  with  has  very  ef- 
fective bulletin  boa.  J  at  the  present  time,  and  we're  usinR  that 
contractor  to  transmit  electronic  mail.  So  I  guess  I  don't  really  be- 
lieve we  are  bartering  our  services.  We  woiild  provide  these  same 
services  to  any  other  organization  that  c&me  in  and  asked  us. 

Mr.  Kleczka.  OK.  Could  Mr.  Haney  and  Mr.  Benton  also  re- 
spond to  that  question. 

Mr.  Haney.  Mr.  Chairman,  I'm  not  sure  that  I  fiilly  understand 
the  use  of  the  word  "barter"  per  se,  but  we  have  ibe  obligation  in 
the  Department  if  A^culture,  under  our  enabling  legislaviDn,  to 
Sather  agricultural  information  and  make  it  av'ailable.  That's  one 
of  our  missions.  We  receive  appropriated  dollars  to  carry  out  our 
mission. 

However,  under  the  principle  of  a  user  fee,  the  policy  \7hich  we 
adopted  some  years  ago,  to  help  defray  the  coses  of  duplicating  in- 
formation that  we  v/ere  giving  to  people,  we  don't  took  at  that  as 
barter.  We  look  at  that  js  an  opportunity  to  share  the  cost  to  those 
A'ho  have  a  need  for  the  information.  We're  dealint*  vwth  x>pen- 
ended  biiuation  and,  particul6u*l^  as  we  went  into  tlie  electronic  sit- 
uation and  electronic  transmission,  it's  open  endeti.  And  if  we,  in 
fact,  do  not  have  some  form  of  a  user  fee  concept,  we  could  incur 
rather  large  ''osts  against  appropriated  dollars,  ^'>r  disseminating 
information  to  people  that  may  or  may  not  h^'ve  *he  most  legiti- 
mate use  for  it. 

So  our  approach  was  to  shcu^e  the  costs  of  mailing  it  avedlable  in 
a  unique  special  way  in  the  electronic  transmission.  Elei^ronic 
format  is  unique  and  special  at  this  stage  of  the  game. 

Mr.  Kleczka.  How  much  '  ou  anticipate  receiving  through 
this  10-percent  mechanism? 

Mr.  Haney.  At  this  point,  don't  really  know.  We  don't  have  a 
good  feel  fo/  what  the  to^  1  use  vnll  be. 

Mr.  Kleczka.  Can  you  mako  a  guesstimate  at  this  point?  You 
must  have  some  idea  of  ^lossibk  usage. 

Mr.  Hane\.  I  wish  we  die..  Cx"  course,  that's  one  of  the  reasons 
that  we  built  into  our  contract  the  requirement  to  gather  statistics 
on  the  use  of  that  information,  so  that  that  will  be  fed  br.ck  to  us 
and  we  will,  over  time,  have  availa*  to  us,  soLie  gooti  statis^'cb 
upon  which  we  can  estimate  future  Ube  of  information. 

Mr.  Kleczka.  But  m  agreeing  with  the  contractor  on  thie  10-per- 
cent system,  you'd  think  either  the  Agriculture  Department  or  the 
contractor  would  have  zome  idea  what  this  is  going  to  cost;  and  the 
contractor,  definitely,  how  much  he  is  going  to  grcis  on  thii  type  of 
an  arrangement. 

Mr.  Haney.  No,  we  don't  have  veiy  good  information  on  that;  we 
anticipate  the  cost  is  C'^irg  to  be  rec^onable  to  us.  Our  up-front 
costs,  in  terms  of  special  software,  was  $^50,000.  We  would  expect 
that^  - 

Mr.  KLEt"'"\.  What  was  that  figure? 
Mr.  Haney  *2o0,000. 

Mr.  Kleczf  .  You  anticipate  recoupinr  !.hat  cost  with  interest, 
sir? 

Mr.  Haney.  We  anticipate  recouping  that  cost  over  the  life  of  che 
contract,  but  we  -'^n't  know  whethei  w  \\  gc*  it  in  the  first  year, 
or  the  second  ye*  ,  or  t^  o  third  year. 
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Mr.  Kleczka.  It's  a  3-year  contract.  When  these  funds  are  re- 
ceived in  the  agency,  will  they  be  used  to  augment  the  appropria- 
tion,  or  will  they  be  turned  over  to  t'  /  Treasury  as  a  special  re- 
ceipt? ^ 

Mr.  Haney.  The  way  this  is  written  into  the  contract,  the  10  per- 
cent refund— and  that's  not  realty  the  right  word— what  in  fact. 
Will  really  happen  is,  th^t  for  the  costs  that  we  incui  in  putting 
information  into  the  system,  we  will  receive  a  credit  in  an  amount 
of  10  per  cent  of  their  revenue.  This  will  be  credited  against  the  cost 
that  we  are  incurring. 

lir.  Kleczka.  But  those  costs  rere  onginally  paid  for  by  taxpay- 
ers funds,  which  Congress  gives  you  a  3-year  ^appropriation? 

Mr.  Haney.  "Tie  $250,000,  yes.  And  the  costs  that  

Mr.  KuBCZX/.  Are  you  going  to  return  that  back  to  the  Treasury, 
then?  You're  using  two  sources  of  funding.  One's  taxpayer,  and 
now  you  re  using  a  receipt  form  from  the  coitractor. 

Mr.  Haney.  You're  getting  a  little  beyond  my  field  of  expertise 
in  the  finance  area,  but  it's  my  understanding  that  the  money  will 
be,  the  refund,  in  essenc^  shows  up  as  a  credit  against  any  bill 
that  the  company  -ands  us  for  the  services  they  provide  to  us. 

So,  if  we  incur  $1,000  a  month  of  expense,  we  may  get  $100 
credit,  based  on  the  re^  enue  they  make,  so  we  pay  them  $900  in- 
stead of  $1,000. 

Mr.  Kleczka.  OK  V/e'll  have  to  rheck  further  into  that. 

Mr.  Benton? 

Mr.  Benton.  Mr.  Chairman,  we  don't  consider  the  free  connect 
time  to  be  a  free  ser\->e  that  we  receive  from  the  vendors,  the  two 

?ndor8  L.ac  we  presently  htive,  and  hopefully,  additional  vendors 
the  near  future.  We  demonstrate  within  the  Bureau  of  the 
Census,  at  association  meetings  through  various, cities  throughout 
the  country,  and  at  various  professional  group  meetings,  the  be.  e- 
fits  of  CENDATA. 

In  turn,  while  we  do  tha^,  we  advertise  .he  two  vendors  that  pro- 
vide, or  have  the  c.  abr  of  providing  liJs  service  to  the  public. 
Hopefully,  this  resulld  in  increased  busii.<»s3  fov  the  vendors.  So,  we 
do  not  ronsiier 't  co  be  a  ^ree  service. 

Mr.  Ki-eczka.  Do  you  find  yourself  in  competition  with— your  dis- 
semination SdiTvif    -with  any  other  contractor  or  vendor? 

Mr  Bent>n.  .  sir.  At  this  time,  we  do  not.  And,  as  1  men- 
tioned a  few  mmutes  ago,  with  the  six  elements  that  we  have  as 
requirements,  we  hope  to  greatly  increase  the  number  of  vendors. 
The  more  vendors  there  are,  the  greater  our  success.  We  feel  that  a 
distinct  part  of  our  mission  is  the  dissemination  of  data  that  we 
collect  and  process.  So  wp  are  not  aware  of  any  competitive  prob- 
lems. 

Mr.  Kleczka.  Is  your  agency  looking  into  a  possible  arranp-  ^nent 
like  the  Department  of  Agriculture  has  to  get  a  fee  or  a  commis- 
sion back  frorr  the  vendorc? 

Mr.  Benton  No,  sir.  We've  not  given  any  consideration  to  that 
at  this  time. 

Mr.  Kleczka  Do  you  not  think  that  would  be  wise  idea  in  an 
effort  to  reduce  taxpayer  costs  for  running  the  agency?  You're  not 
making  any  money  on  ».his  thing. 
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Mr.  Benton.  OK.  Our  costs  are  $75,000  a  year,  Mr.  Chairman, 
and,  again,  we  feel  that  the  electronic  dissemination  of  data  is 
simply  an  extension  of  our  responsibility  to  publiBh  data. 

Mr.  Kleczka.  But  if  it's  used  for  commercial  purposes,  do  you 
not  think  at  that  point  you  shoi  ld  be  reimbursed  for  some  of  the 
taxpayer  costs? 

Mr.  Benton.  We  have  not  discussed  that  at  this  time,  sir.  We 
only  came  on-line  in  August  of  1984,  and  perhaps  that's  something 
that  would  be  discussed  at  a  later  date. 

But  we  also  have  entered  into  written  agreements  with  the  two 
vendors  that  we  have  at  this  time,  that  do  not  include  any  provi- 
sion. 

Mr.  Kleczka.  What  is  the  term  of  those  agreements? 
Mr.  Benton.  I  don't  know.  Jim,  do  you  know  the  term  of  the 
agreements? 

Mr.  Curry.  The  agreements  do  not  have  an  end  point.  There's  no 
terminal  point.  Either  side  can  cancel  the  agreement  with  60  days' 
notice,  so  it  will  run  perpetually. 

Mr.  Kleczka.  Perpetuity.  OK. 

Before  you  put  on  a  new  product  for  dissemination — and  this  is 
to  all  three  gentlemen— do  you  do  any  t3rpe  of  a  market  research  to 
see  whether  or  not  there  is  interest  out  in  the  public  for  whatever 
you're  diss**minating? 

Mr.  Meyer. 

Mr.  Meyer.  We  Hid  not  lo  a  market  research  analysis,  but  we 
don't  have  much  qu3Stion  about  the  demand.  We  have  as  many  as 
90,000  inquiries  a  year  of  our  agency.  Anything  we  can  do,  to  lower 
that  number  by  getting  information  out  more  efficiently,  is  a  big 

provement  for  us. 

v^...  Kleczka.  Mr.  Haney. 

*tr.  Haney.  We  entered  into  this  effort  based  on  the  strength  of 
our  historical  expeiieuce  in  providing  information  to  the  agricul- 
tural and  rural  community.  We  were  precipitated  into  it  by  a 
demand  that  was  there.  We  have  been  trying  to  respond  to  that 
demand  in  the  most  cost-effective  way.  We  did  not  enter  into  any 
market  survey  as  such  in  terms  of  agricultural  data. 

Whether  we  will  in  the  future  is  something  we  would  have  to 
consider.  I  would  have  to  go  back  to  the  program  agencies,  and  get 
a  more  specific  answer  on  it.  I  could  provide  more  background  on 
that  answer  for  you,  if  ^ou'd  wish. 

Mr.  Kleczka.  If  you  would,  we'd  appreciate  that. 

Mr.  Benton.  Mr.  Chairman,  we  did  not  conduct  a  formal  market 
survey .  We  have  several  thousand  data  users  anJ  there  was  a."i  ex- 
treme amount  of  interest  expressed  in  having  the  capability  for 
electronic  access  to  the  data  for  the  timeliness  aspect  of  it.  As  we 
enter  into  these  agreements  with  the  vendors,  as  I've  mentioned, 
we  assume  that  the  marketplace  will  determine  the  amount  of  in- 
terest. If  the  vendors  succeed  and  increase,  obviously  it  was  a  suc- 
cess. But  we  have  no  investment  in  a  market  survey  at  this  point, 
or  a  minimal  investment. 

Mr.  Kleczka.  OK.  Thank  you. 
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Let  me  ask  all  you  gentlemen  whether  or  net  you  are  av^are  of 
any  ce.itral  policy  guidance  in  the  executive  branch  on  electronic 
dissemmation  systeins?  Is  there  someone  you  turn  to  in  the  admin- 
istration for  questions  on  the  areas  that  you're  dealing  with? 

Mr.  Benton. 

Mr.  Benton.  I'm  not  aware  of  any  guidance  we've  received,  other 
than  the  public  responsibility  we  all  carry  to  do  things  that  make 
sense  in  the  most  efficient  way  and  with  the  lowest  cost.  No  spe- 
cific guidance  on  electronics. 

Mr.  Kleczka.  There's  no  central  authority  that  you  are  aware  of 
in  the  Federal  Government  that  you  can  turn  to  for  problem  solv- 
ing or  questions  on  where  to  go  or  

Mr.  Meyer.  I  don't  think  so. 

Mr.  Kleczka.  Done  by  agency,  within  each  agency? 

Mr.  Meyer.  I'm  not  aware  of  any.  We  proceed  pretty  carefully. 
Ve  try  to  do  so  competitively.  We  have,  within  our  own  organiza- 
r^?J  ®r2P®  sophisticated  talent  in  the  telecommunications 

field.  The  person  in  charge  of  our  telecommunications  was  recently 
requested  by  the  White  House  to  help  them  with  some  problems 
they  bad,  so  we  %el  fairly  confident  about  our  own  internal 
strength  in  this  area,  sir. 

Mr.  Haney.  Mr.  Chairman,  when  we  entered  into  this  project  at 
the  Department  of  Agriculture,  we  had  a  lot  of  questions  relative 
to  policy  on  the  dissei^.nnation  of  information  and  some  of  it  con- 
cerning the  questions  you  asked  about  the  rebate  or  the  refund.  We 
did  not  find  a  lot  of  guidance.  However,  we  have  had  some  consul- 
tation with  staff  people  at  0MB.  There  is  some  reference  to  this 
general  subject  in  the  recent  issuance  of  new— and  I  don't  have  the 
exact  quotation— but  there  is,  out  for  review  from  0MB,  a  nevv 
0MB  circul  on  in^jrmation  management  information  resources 
management. 

ThcJre  is  some  reference  to  this  subject  there.  And  we  have  had 
continuing  dialog  with  those  folk,  but  I  think  it's  an  area  in  which 
we  would  have  welcomed  a  ]ittle  more  policy  guidance  at  the  time 
we  were  wrestling  with  some  of  the  questions. 

We  think  we've  taken  the  right  direction;  we  think  we're  on 
sound  ground;  we  think  we're  providing  a  service  to  the  agricaltur- 
al  community  at  large,  and  to  the  taxpayt  and  we  think  it's  cost 
effective.  But  there's  still,  I'm  sure,  as  we  get  more  experience, 
there  s  still  going  to  be  questions  that  we're  going  to  continue  to 

7/?'    think  all  o^  us  are  sort  of  breaking  new  ground  in  a  sense. 

Mr.  Benton.  Other  than  the  section  on  electronic  data  collection 
and  dissemination  in  this  draft  0MB  circular  that  my  colleague 
just  mentioned,  I'm  not  aware  of  any  central  policy  at  this  time. 
And,  fortunately,  as  they  have  said,  within  our  organization  we 
have  the  technical  expertise  that  we  could  accomplish  this. 

Mr.  Kleczka.  Fine.  Thank  you. 

Mr.  Chairman. 

Mr  "^.NGLiSH.  No  questions.  Done  ^  great  job. 
^  Ml.  Kleczka.  Fine.  Well,  let  me  thank  th^s  oanel  for  appearing 
this  afternoon,  and  sharing  their  expertise  with  the  committee. 
Thank  vou. 
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I  should  point  o*  that  Mr.  English  will  be  conducting  further 
hearings  on  this  general  ar  aa»  that  of  electronic  collection  and  dis- 
semination of  information,  but  now»  that  is  all  fOx  today. 

And  let  me,  at  this  poii  »  adjourn  the  committee  hearing. 

[Whereupon,  at  3:53  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene subject  to  the  call  of  the  Chair.J 
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ELECTRONIC  COLLECTION  AND  DL^SEMINA- 
TION  OF  INFORMATION  BY  FEDERAL  AGEN- 
CIES 


FRIDAY,  OCTOBER  18,  1985 

House  of  Representatives, 
Government  Information,  Justice, 

AND  Agriculture  Subcommittee 

OF  THE  COMMnTEE  ON  GOVERNMENT  OPERATIONS, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:45  a.m.,  in  room 
2247,  Raybum  House  Office  Building,  Hon.  Glenn  English  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Representative  Glenn  English. 

Also  present:  Robert  M.  Gellman,  counsel;  Euphon  Metzger, 
clerk;  and  Gregory  Kilgore,  minority  professional  staff,  Ck)mmittee 
on  Government  Operations. 

Mr.  Engush.  The  hearing  will  come  to  order. 

Thi3  is  the  third  in  a  series  of  hearings  on  electronic  collection 
and  dissemination  of  information  by  Federal  agencies.  At  previous 
hearings,  we  considered  the  information  automation  activities  and 
plans  of  the  Securities  and  Exchange  Commission,  Federal  Mari- 
time Commission,  Census  Bureau,  Food  and  Drug  Administration, 
and  Department  of  Agriculture. 

Today,  our  focus  will  be  on  the  National  Library  of  Medicine's 
Medlars  system  and  on  the  trademark  automation  activities  of  the 
Patent  and  Trademark  Office.  Both  of  these  agencies  maintain 
large  files  of  public  information,  and  both  have  made  decisions 
about  how  to  make  those  files  available  in  electronic  format.  We 
hope  to  review  those  decisions  and  to  compare  and  contrast  the  i- 
ternative  approaches. 

There  are,  of  course,  some  important  differences.  The  National 
Library  of  Medicine  was  a  pioneer  in  the  sharing  of  large  electron- 
ic data  bases,  and  Medlars  has  been  available  interactively  for 
many  years. 

The  system  appears  to  be  working  well,  although  there  were 
^ome  recent  controversies  over  pricing  policies.  We  will  take  a  look 
at  the  different  ways  in  which  the  information  in  Medlars  is  of- 
fered to  public  users. 

The  Patent  and  Trademark  Office  is  just  now  beginning  to  aulx>- 
n^ate  its  data  ba'^  of  bo*h  patent  and  trademark  records.  We  will 
be  concentrating  here  on  the  trariemark  side.  The  exchange  agree- 
ments used  to  convert  paper  trademark  records  into  electronic 
format  have  generated  considerable  controversy  an'^  opposition. 
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I  find  these  agreements  to  be  especially  troublesome  because  of 
the  explicit  restrictions  they  impose  on  access  to  public  informa- 
tion. NLM  also  restri^^s  redisclosure  of  some  of  its  data,  but  does  so 
in  a  different  way. 

The  user  fees  for  the  trademark  automation  system  are  another 
point  of  controversy.  We  will  be  able  to  sec  how  PTO's  user  fees 
compare  with  the  charges  for  the  Medlars  sjrstem. 

As  was  the  case  at  earlier  hearings,  we  do  not  expect  to  resolve 
any  issues  here.  I  note  in  passing  that  legislation  restricting  the 
use  of  both  exchange  agreements  end  user  fees  by  PTO  has  already 
been  approved  by  the  House  and  is  pending  in  the  Senate.  This  1^- 
ijjlation  also  ha^  the  beneficial  effect  of  ensuring  greater  public  and 
congressional  oversight  of  the  automation  process  at  PTO. 

Our  goal  at  these  hearings  is  to  identify  and  discuss  the  policy 
issues  that  arise  as  Government  records  are  brought  into  the  elec- 
tronic information  age.  We  hope  to  learn  fi'om  the  succesdes  and 
failures  of  agencies  that  have  established  electronic  systems.  Ulti- 
mately, we  hope  to  be  able  to  offer  some  general  guidance  through 
an  oversight  report. 

I  ask  unanimous  consent  that  a  statement  by  Mr.  Kindness  be 
entered  into  the  record  at  this  point. 

[The  opening  statement  cf  Mr.  Kindness  follows:] 
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CONGRESSMAN  ThOKAS  N.  KPiDNESS 


OCTOBER  18,1985 


8th  district,  OHIO 

MR.   CHAIRM'^N,    I  AM  PLEA'^Eu  THAT  WE  ARE  CONTINUING  OUR  SCRUTINY  OF 
FEDERAL  GOVERNMENT  ELECTRONIC  COLLECTION"  AND  DISSEMINATION  OF 
INFORMATION.     IV,  OUR   FIRST  TWO  SESSIONS,   WE  EXAMINED  A  NUMBER  OF 
ISSUES  WHICH  I  BELIEVE  ARE  COMMON  TO  ANY  FEDERAL  AGENCY  SEEKiNG  TO 
CREATE  OR  AUGMENT  IT^  ABILITY  TO  ELECTRONICALLY  COLLECT  AND 
DISSEMINATE  INFORMATION. 

WE  HAVt  HEARD  FROM  A  NUMBER  OF  DIFFERENT  AGENCIES  WITH  VASTLY 
DIFFJ^RING  MISSIC     .     I  BELI-VE  THAT  BY  LOOKING  AT  THESE 
ORGANIZATIONS,   WE  W'ILL  BE  BETTEH  ABLE  TO  UNDE'^STAND  AND  PROVIDE 
GUIDANCE   IN  AN  AREA  WHICH  AFFECTS  US  ALL. 

IT  HAS  BECOME  QUITE  CLEAR  THAT  VIRTUALLY  AL'.  FEDERAL  AGENCIES  HAVE  IN 
PLACE  OR  ARE  COSSIDEHING  ^.NHANCING  THEiR  AUTOMATED  DATA  PROCESSING 
CAPABILITIES.     IT  IS  ALSO  CLEAR  Tri/^T  IN  ORDER  TO  KEEf   PACE  IN  TODAY'S 
CIECTRONIC  ENVIRONMENl  ,    IT  13   ALMjST  MANDATORY  T     HAVt.  THIS  TYPE  OF 
CAPAblLITY  TO  SOME  EXTENT . 

BUT  AGAIN,    I  WJULD  LTKE  TO  CAUTION  THESE  AGENCIE'3  TH^T  THERE  MUST  BE 
A     EMONSTRASLE  NEED  FOR  THESE  SYSTEMS  BEFORE  THE.  ARE  If  pj  Er^ENTED .  IN 
ADDITION,   SlUDlfO  CONSIDERATION  » 'JST  BE  GIVEN  70  THE   EFFECTS  OF  THESE 
SYSTEMS.      THE  Av,'^;CY   CHOJL:  A^K  FOUR  BASIC  QUESTIONS: 
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1.         WHAT  IS  CURRENTLY  ^^VAILABLE  IN  THE  PRIVATE  SECTCH  WHICH  MAY 
ALREADY     BE  PERFORM  NG  THE  PLANKE.D  FUNCTION/ 

?.         -rtHAT  CONTROLS  W^LL  B5-   NECESSARY  TO  INSuRE  THE  PUBLIC'S 
CONTINUED  ACCESS  TO  GOVERNMENT  INFORMATION? 

3.         WILL  THERE  BE   Ah  ADVERSE  AFFECT  ON  EXISTING  "NTRACTORS? 

U.         WILL  THE   PRESENl  SYSTEM  BE  SUFFICIENT  IF  STMPLi'  AUGMENTED  TO  A 
DEGREb  INSTEAD  OF  REPLACED? 

THERE  ARE,   OF  COURSE,  A  NUMBER  OF  OTHER   ISSUES  WHICH  SHOULD  BE 
ADDRESSED  IN  IMPLEMENTING  THESE  SYSTEMS;     BUT  THESE  BASIC  QUESTIONS 
SHOULD  BE  ANSWERED  LONG  BEFORE  AN  AGENCY  ACTUALLY  BEGINS  ITS 
ACQUISITION  OF   AD?  HARDWA'^E  OR  SERVICES. 

MR.  CHAIRMAN,    1  AGAIN  COMMEND  YOU  FOR  CONDUCTING  THESE  HEARINGS.  I 
JOIN  :00  IN  WELCOMING  TODAVS  WITNESSES,   AND  I  LOOK  FORWARD  TO 
h£ARING  THEIR  VIEWS. 
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Mr  English.  We  will  b^n  today  vith  our  first  witness,  Dr. 
Donald  A.B.  Lindberg,  who  is  Director  of  the  National  Library  of 
Medicine.  Dr.  Lindberg,  do  you  have  some  people  who  are  accompa- 
nying you? 

STATEMENT  OF  DR  DONALD  A.B.  LINDBERG,  DIRECTOR,  NATION- 
AL  LIBRARY  OF  MEDICINE.  ACCOMPANIED  BY  KENT  SMJTH, 
DEPUTY  DIRECTOR,  AND  ROBERT  LANMAN,  GENERAL  COUN- 
SEL, NATIONAL  INSTITUTES  OF  HEALTH 

Dr.  Lindberg.  Yes,  sir,  on  my  left.  Congressman,  is  Mr.  Kent 
bmith,  a  Deputy  Director,  National  Library  of  Medicine;  on  my 
right  is  Mr.  Robert  Lanman,  who  is  NIH  General  Counsel 

Mr.  English.  Very  good.  Be  happy  to  receive  your  testimony.  If 
you  would  like  to  submit  your  written  testimony  for  the  record,  we 
would  be  happy  to  receive  that  and  let  you  summarize  your  testi- 
monv,  if  you  so  wish. 

Dr.  Lindberg.  Very  well,  I  would  be  happy  to  provide  the  written 
testimony.  T  think  I  have  done  so  ahead  of  time. 

I  am  pleased  to  be  here  today  to  discuss  Medlars,  the  National 
Library  of  Medicine's  computer-ba&v  _dical  Literature  Analysis 
and  Retrieval  System.  To  place  Medlars  in  perspective,  I  would  Uke 
first  to  nrention  briefly  NLM  itself  and  its  mission. 

The  NLM  was  established  by  Congress  in  order  to  assist  the  ad- 
vancement of  medical  and  related  science,  and  to  aid  dissemination 
and  exchange  of  scientific  and  other  information  important  to  the 
progress  of  medicine  and  to  the  public  health. 

Since  its  early  beginnings,  NLM  has  emerged  as  the  world's  larg- 
est research  library  in  a  single  scientific  and  protessional  field, 
now  stands  as  a  dynamic  national  resource  of  biomedical  informa- 
tion. 

The  library  collects  materials  exhaustively  in  all  mtgor  areas  of 
the  health  sciences  and  to  a  lesser  degi-ee  in  such  areas  as  chemis- 
ts, physics,  botany,  and  zoology.  The  collections  l/xipy  contain  over 
3  million  items:  Books»  journals,  technical  reports,  manuscripts, 
microfilms,  and  pictorial  materials. 

This  extraordinary  amount  of  biom-xlical  literature  at  hand,  plus 
that  which  is  continually  generated  ft-om  today's  research  would 
become,  for  all  practical  purposes,  lost  to  the  researcher,  medical 
educator^  or  the  prac^^-ing  physician  attempting  to  use  it  if  it  were 
1^0^?^  ''ully  catelogeu,  systematically  inaexed,  and  easily  accessed. 

This  is  NLM's  role  in  support  of  the  public  health.  It  is  a  role 
that  provides  a  vital  link  in  the  Fedora'i  health  research  and  devel- 
opment proc^  by  assuring  that  the  results  of  resep-ch  are  accessi- 
ble to  the  biomedical  community  to  be  used  to  improve  direct 
patient  care,  to  build  a  knowledge  base  for  future  research  and  de- 
velopment, and  to  educate  health  professionals. 

Medlars  is  not  new.  Historically,  it  was  a  pioneering  effort  to  use 
the  emerging  computer  technology  of  the  early  1960^  for  the  pro- 
duction of  bibliographic  publication  and  for  conducting  individual- 
ized searches  of  the  literature  for  health  professionals. 

Medlars  contirues  to  be  used  for  preparing  and  photocompoeing 
bibhographic  publications.  Index  Medicus,  the  monthly  subject/ 
author  ./uide  to  articles  in  nearly  3,000  journals,  is  the  most  well- 
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known  of  these,  but  dozens  of  other  specialized  medical  bibliogra- 
phies are  produced  as  well. 

NLM  has  a  legal  mandate  to  acquire,  organize,  and  disseminate 
the  world's  biomedical  literature.  In  view  of  this  mission  and 
NLM*3  desire  to  assure  equal  access  to  the  biomedical  community, 
it  provides  access  to  the  existing  data  b':;se  through  a  national 
online  biomedical  communications  network. 

Today,  in  the  United  States,  b»ome  3,000  institutions  are  members 
of  the  Medlars  on-line  netwoi'k,  through  which  some  3  luillion 
searched  were  performed  in  1985.  Through  commercial  communica- 
tion networks.  Medlars  search  services  are  available  online  to  re- 
searches at  biomedical  Ubraiied  and  other  institutions  throughout 
the  country  as  well  as  to  the  practicing  physician  searching  for  the 
latest  in  treatment  techniques. 

In  addition  to  direct  online  access,  NLM  shares  its  computerized 
resources  by  making  the  computer  tape  data  bases  avedlable  to 
commercial  information  vendors,  who  frequently  repackage  the 
data  and  add  new  search  capabilities  and  featui*es. 

NLM  also  leases  the  tapes  to  govemmentally  designated  institu- 
tions in  a  number  of  foreign  countries. 

As  a  result  of  NLM's  efforts  and  its  <<hared  resources,  persons 
studying  or  working  in  the  health  sciences  have  rapid  and  compre- 
hensive access  to  the  professional  literature. 

The  comput3r'8  abilitj^  to  search  rapidly  through  a  large  number 
of  references  to  see  which  meet  the  specified  criteria  results  in  an 
inaividualized  bibliography  that  otherwise  would  not  be  possible. 
You  find  exactly  the  publication  you  want  relating  to  a  particular 
patient  or  particular  question. 

But  then,  to  assure  delivery  of  appropriate  documents  once  they 
are  identified  hy  the  searcher  using  Medlars,  NLM  coordinates  a 
nationwide  library  system.  The  system  involves  seven  regional  li- 
brari^  supported  by  NLM,  along  with  approximately  120  resource 
libraries,  and  some  4,700  other  health  science  libraries  throughout 
the  Nation. 

You  directed  us  to  remark  on  the  cost  and  charges. 

Medlars  services  are  not  provided  without  charge,  and  no  charge 
has  been  imposed  without  study  both  from  within  and  from  outsioe 
NLM.  The  1956  legislation  established  the  National  Library  of 
Medicine  within  the  Public  Health  Service  and  also  established  the 
NLM  Board  of  Regents. 

In  addition  to  top  Federal  health  officials,  this  Board  consists  of 
leaders  in  American  science,  medicine,  and  medical  librarianship 
selected  from  the  public  and  appointed  by  the  Secretary. 

The  l^pslaticn  specifies  that  these  appointed  members  are  to  be 
selected  from  among  leaders  in  the  various  fields  of  the  fundamen- 
tal sciences,  medicine,  dentistry,  public  health,  hospital  administra- 
tion, pharmacology,  scientific  and  medical  library  work,  or  in 
public  affairs. 

The  Board  of  Regents  has  advised  the  Secretary  that  user 
charges  are  approonate  for  Medlars  sendees,  whether  provided 
online  by  NLNf,  through  leasing  arrangements  with  commercial 
vendors,  or  through  intemationalbilateral  arrangements. 

NLM's  charges  for  domestic  on-line  services  are  priced  to  recover 
all  costs  associated  with  dissemination,  the  true  costs  to  NLM  of 
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providing  access  to  Medlars.  Foreign  institutions  that  are  provided 
access  to  Medlars,  on  the  other  hand,  ere  charged  an  appropriate 
portion  of  the  NLM  data  baf»e  creation  cost,  as  well  as  the  cost  to 
access  the  system. 

Medlars  generation  costs  are  supported  by  congressional  appro- 
pnetion  and  therefore  subsidized  by  the  U.S.  taxpayer.  It  was  the 
Board  of  Regents'  opinion  that  since  foreign  users  are  not  U.S.  tax- 
payers, it  is  reasonable  for  them  to  contribute  their  propoi-tional 
share  to  the  cost  of  data  base  creation. 

Charges  assessed  for  direct  on-line  usage  and  for  the  leasing  of 
tapes  by  domestic  vendors  ard  foreign  jnstitutions  are  billed  by  the 
Department  of  Commerce's  i^ational  Technical  Informrtion  Serv- 
ice. Any  funds  in  excess  of  the  expenses  associated  with  providijQg 
the  services  are  returned  to  the  U.S.  Treasury. 

There  has  been  much  discussion  in  recent  years  about  the  role  of 
nF^®^?'  Government  in  the  provision  of  information  services. 
NLM  has  long  oeen  a  leader  in  the  provision  of  health  information. 
In  fact,  1986  will  mark  TTjM's  sesquicentennial  year. 

NLM  wishes  to  encourage  cooperation  with  private  information 
producers  aiid  vendors  now  entering  the  health  arena,  and  believes 
that  the  private  sector  can  contribute  important  value-added  serv- 
ices that  complement  those  of  NLM. 

Through  cooperative  efforts  with  the  commercial  sector,  NLM  is 
exploring  new  ways  to  make  its  data  bases  generally  available,  in- 
cluding distribution  of  data  base  subsets  on  video  discs  that  will 
provide  new  opportunities  for  private  sector  firms  to  market  new 
valu  -added  services. 

NLM  is  establishing  su  collaborative  programs  with  commer- 
cial information  vendors  ..i  order  to  create  new  and  innovative 
products  and  services  that  will  assist  in  the  effective  dissemination 
of  biomedical  information,  NLM's  primary  mission. 

That  concludes  my  statement.  I  will  be  happy  to  answer  anv 
questions  you  may  have. 

Mr.  Engush.  Thank  you  verj'  much.  Dr.  Lindberg,  thank  you.  I 
appreciate  your  testimony. 

Let  me  say  at  the  outset  that  I  think  that  the  work  that  you  do 
at  the  Library  of  Medicine  is  very  important;  certainly  Medlars  is  a 
valuable  resource  for  the  medical  and  research  communities.  I  do 
have  some  questions  about  the  structure  of  Medlars,  but  I  certainly 
don  t  want  you  to  interoret  my  questions  as  being  any  kind  of  gen- 
eral  criticism  of  the  role  of  NLM. 

In  the  area  of  fees,  you  said  that  the  charges  for  on-line  services 
are  priced  to  recover  all  costs.  Exactly  which  costs  are  recovered 
and  which  costs  are  paid  out  of  your  budget? 

Dr.  Lindberg.  Yes,  sir;  broadly,  the  cost  of  creating  the  data  base 
is  paid  out  of  the  budget,  and  the  costs  of  calling  i.>  and  accessing 
and  asking  Questions  against  it  are  paid  for  by  user  fees. 

The  data  base  is  created  as  the  Library  fulfills  its  primary  n.is- 
sion  NLM  buys  books  and  journals  and  then  organizes  and  de- 
scribes them,  or  as  we  say  acquires,  catalogs,  and  indexes  then-  by 
basically  that  description. 

NLM  creates  a  computer  data  base  that  lets  one  know  what  is  in 
tne  collection,  which  incl  udes  3  million  items.  Of  course,  it  is  quite 
a  task  to  <?earch  through  those  and  would  be  almost    a,)OJbible  to 
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dc  so  manually.  The  costs  of  building  the  data  base,  a  primary  mis- 
sion of  the  institution,  are  paid  for  by  appropriated  funds. 

In  the  old  days,  chat  process  resulted  only  in  the  production  of  a 
a  printed  book  called  ''Index  Medicus." 

About  60  million  pages  a  year  of  this  book  are  still  printed  and 
sold  and  demand^.  However,  since  1964  when  the  computer  based 
system  was  first  used  to  produce  "Index  Medicus,"  the  world  has 
become  more  complex.  Laterature  is  more  vohiminous,  users  are 
more  sophisticated,  have  more  sophisticated  questions,  and  the 
computer  t^hnology  is  also  much  better. 

So  in  many  cases,  it  is  more  efRcient  and  efficacious  to  do  a 
search  using  a  computer  system  rather  than  thumbing  through  the 
pages  of  the  Index  Medicus  volumes. 

Mr.  English.  Who  pays  the  capital  costs  for  buying  the  computer 
hardware? 

Dr.  LiNDBSRG.  That  is  paid  for  by  appropriations.  I  should  say 
that  the  same  computer  that  is  used  to  build  the  data  base  is  also 
used  to  process  these  inquiries  against  it.  It  happens  that  about  80 
to  85  percent  of  the  use  of  the  computer  is  to  run  the  library,  to 
build  the  data  bace,  to  log  the  books  in  and  out,  and  to  index  them. 
About  15  to  20  percent,  at  most,  of  the  capacity  is  used  to  process 
inquiries  against  the  data  base. 

So,  we  pfiutial  out  those  costs  and  expenses. 

Mr.  Engush.  Are  the  charges  for  tapes  based  on  the  cost  of 
making  a  copy  of  the  tape? 

Dr.  LiNDBERG.  That  is  part  of  the  cost,  but  there  is  a  good  bit 
more.  For  example,  in  running  on-line  service,  we  also  include  the 
telephone  line  charges,  the  network  charges  that  are  j^d  to  three 
commercial  telephone  systems  that  are  used,  Telenet,  Timenet,  and 
Uninet.  In  addition  there  is  a  substantial  cost  to  operate  the 
system,  to  have  people  maintain  the  equipment,  computer  opera- 
tors to  create  ana  update  training  manuals  for  users  in  these  4,000 
hospitals  and  staff  to  handle  technical  inquiries  from  users.  All  of 
those  costs,  as  well  as  the  costs  of  billing  and  the  usual  recordkeep- 
ing are  part  of  the  cost  of  access.  If  we  only  printed  Index  Medicus, 
sent  it  to  the  GPO  and  stopped,  we  woulcL 't  have  any  of  those 
costs.  So  those  incremental  or  marginal  costs  are  coUected  in  the 
user  fee. 

Mr.  English.  If  somebody  wants  to  lease  a  tape,  what  are  the 
charges  involved  in  that? 

Dr.  LiNDBERG.  There  would  be  two  circumstances.  If  it  is  an 
American  firm  or  individual,  who  wishes  to  lease  the  tape,  then  W3 
have  an  arrangement  such  that  they  will  pay  a  minimum  charge  of 
$15,000  a  year,  which  is  offset  by  actual  ujsage.  The  algorithm  used 
to  determme  this  offset,  factors  in  hourly  connect  charges,  and  the 
niunber  of  citations  retrieved.  But  in  essence,  the  internal  use 
charges  average  $15  in  off-hours,  and  $22  in  prime  time. 

In  the  second  case,  in  the  case  of  an  overseas  user,  the  arrange- 
ment is  the  same  except  that  there  is  in  essence  a  surcharge,  be- 
cause, as  I  said,  they  haven't  paid  U.S.  taxes  to  support  the  data 
base  creation. 

So,  if  we  looked  only  aL  the  question  of  tape  use  charges,  the  do- 
mestic would  be  9f*i  and  $4,  the  overseas  would  be  $6  and  $7.  In 
both  cases,  there  is  a  slightly  different  charge  for  off-line  citations. 
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So,  there  is  a  differential  between  domestic  and  foreign. 
Mr.  English.  Is  all  that  based  strictly  on  making  a  copy  of  the 
tape? 

Dr.  LiNDBERG.  No,  it  is  based  on  making  and  mailing  the  copy  of 
the  tape  and  also  the  overhead  to  run  that  system. 

Mr.  English.  Well,  let's  assume  that  half  the  people  who  want  a 
copy  of  the  tape  decide  that  they  don't  want  it  next  year.  Does  that 
mean  that  there  would  be  an  increase,  a  doubling  in  the  cost  of  the 
tapes  for  the  other  half  of  the  people  who  want  copies? 

Dr.  LiNDBERG.  If  that  were  the  case,  inevitably  we  would  have  to 
mcrease  the  charges. 

Mr.  English.  Is  that  automatically  what  you  do,  though? 

Dr.  LiNDBERG.  No,  as  things  have  fallen  out,  we  have  recalculat- 
ed It  penodicaUy.  Over  the  years  usage  ha&  increased,  not  de- 
creased. More  people  continue  to  want  these  tapes. 

I  should,  if  you  will  permit  me,  add  that  we  view  it  as  a  reasona- 
ble usage  fee.  In  the  case  of  American  vendors,  they  of  course  are 
tree  to  make  whatever  charge  to  users  that  they  wish,  and  these 
actually  vary  from  $27  an  hour  up  to  $36  an  hour,  plus  communica- 
tion costs,  so  that  the  $3  or  $4  charged  by  NLM  are  relatively 
small  portions,  perhaps  as  little  as  10  percent. 

Mr  English.  I  believe  over  the  years,  though,  the  charge  has 
varied,  at  times  you  had  a  flat  rate  charge,  and  otlier  times  there 
was  a  usage  charge.  What  prompted  the  difference,  why  the 
change? 

Dr.  LiNDBERG.  Well,  essentially,  we  changed  with  the  changing 
times.  It  IS  common  practice,  at  least  in  the  commercial  world  to 
make  usage  charges  rather  than  flat  fees. 

Probably  our  major  reason  for  changing  is  that  it  is  a  fairer  way 
to  charge  users.  The  flat  chp.-ge  really  arose  in  the  days  when  the 
only  communication  device  was  a  teletype,  a  rather  slow  one. 

Now  that  more  effective  and  more  expensive  and  more  efficient 
terminals  are  available,  the  usage  fee  u  more  equitable.  If  you  only 
paid  for  the  flat  connect  time,  then  thj  person  with  the  expensive 
terminal  could  perhaps  do  10  or  20  times  the  amount  of  retrieval 
as  the  person  with  the  slow  terminal  for  the  same  fee. 

Unfortunatejy,  there  are  a  lot  of  slow  terminals  in  medical  li- 
braries. We  think  that  is  unf*ijr.  We  really  want  to  recover  the  cost 
in  proportion  to  the  amount  ot  use  the  person  makes. 

So,  I  think  the  simple  answer  is  that  we  changed  with  the  chang- 
ing times.  ^ 

Mr  Engush.  Did  I  understand  you  to  say  that  you  are  charging 
based  on  the  amount  of  use? 
Dr.  LiNDBERG.  Yes,  sir. 

Mr.  Engush.  Then  it  is  not  the  amount  of  cost  to  you,  it  is  the 
amount  of  use  they  can  make  of  it? 

Dr.  LiNDBERG.  I  think  the  two  are  directly  related.  The  use  re^'ers 
to  how  many  questions  asked  of  the  system  and  how  complex  were 
those  questions,  and  that  is  directly  related  to  our  cooiputer  use  A 
ua?ge  fee  seemed  to  be  the  fairest  way  to  approach  the  problem, 
rather  than  just  a  simple  subscription  fee. 

It  has  a  bt  of  advantages.  One  is  the  obvious  one:  it  would  dis- 
courage trivial  use.  Certainly  it  is  a  rare  and  scarce  commodity.  We 
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could  not  afford  to  receive  an  unlimited  number  of  inquiries  on  a 
casual  basis. 

Bat,  it  seemed  fairer.  It  reflects  the  full  use,  the  number  and 
complexity  of  the  questions,  and  how  many  comparisons  and  ac- 
tior^  the  computer  if  made  to  m  through. 

Mr.  English.  Since  the  purchaser  of  the  tapes  uses  his  own  com- 
puter to  conduct  the  search,  why  should  he  pay  for  the  connect 
time? 

Dr.  LiNDBERG.  If  you  speak  simply  of  the  tape,  then  it  is  a  matter 
of  providing  for  recoveir  of  costs  for  access  across  all  of  NLM*8 
products,  ^or  tapes  we  do  factor  in  a  charge  for  use,  but  we  don^t 
attempt  to  monitor  it  in  a  sort  of  micro  way.  (Commercial  vendors 
don't  always  have  the  same  software  as  we,  so  we  take  a  broad 
measure  of  usage,  which  is  the  number  of  hours  connected,  plus 
the  number  of  citations  printed  off-line. 

We  take  a  broad  measure  of  those,  as  broad  as  we  can  make 
practical. 

Mr.  Engush.  Is  th&i  specifically  related  to  your  cost? 

Dr.  LiNDBERG.  Well,  I  think  our  view  is  that  it  is  related  to  the 
overall  cost  of  the  operation  across  all  of  the  databases. 

Mr.  English.  You  can't  tie  it  back  specifically  to  the  cost? 

Dr.  LiNDBERG.  It  would  be  hard  to  tie  it  to  a  particular  data  base, 
but  not  across  all  NLM  products. 

It  is  our  intent  that  we  should  recover  the  costs  to  the  Govern- 
ment insofar  as  we  are  able  for  a  valuable  product,  yet  at  the  same 
time,  try  to  make  it  very  broadly  available. 

I  mean,  there  are  two  r  .od  things  that  we  are  trying  to  do  at  the 
same  time,  I  suppose  that  is  what  it  comes  down  to. 

Mr.  Engush.  Does  the  NLM  have  specific  authority  to  set  fees 
for  tapes  that  ore  not  based  on  cost? 

Dr.  LiNDBERG.  Perhaps  I  should  ask  our  counpel,  Mr.  Lanman, 
but  it  is  my  understanmng  that  it  is  the  duty  and  responsibility  of 
the  Board  of  Regents  to  establish  whether  any  such  services  are 
charged  for  and  then  to  recommend  the  specific  charge  to  the  Sec- 
retary. Am  I  correct? 

Mr.  Lanman.  Yes,  the  specific  statute.  Congressman,  is  section 
382  of  the  Public  Health  Service  Act,  42  U.S.C.  276.  It  does  not 
specify  what  the  charge  should  consist  of 

It  merely  provides  the  authority  to  impose  n  charge. 

Mr.  English.  So  you  aro  saying  then  that  you  do  have  the  au- 
thority to  make  cost  charges,  or  make  charges  that  are  not  based 
on  cost? 

Mr.  Lanman.  Yes,  sir. 

Mr.  Engush.  That  is  kind  of  an  interesting  concept.  Isn't  it? 

Mr.  Lanman.  Congressman,  I  would  point  out  that  the  general 
statute,  the  user  charge  statute  that  applies  to  all  of  the  Govern- 
mer.t,  one  of  the  factors  that  it  specifies  as  far  as  the  makeup  of 
tho  charge  is  the  value  to  the  user  of  the  service. 

Mr.  English.  We  have  a  question  on  that  user  fee  statute,  so  I 
guess  it  would  be  a  good  time  to  get  into  it.  The  user  fee  statute 
sets  out  the  rules  for  calculating  fees  for  services  except  where  an- 
other law  prescribes  a  different  basis.  Does  the  NLM  st£  ,ute  qual 
ify  as  a  law  that  prescribes  a  different  basis  for  fees  within  the 
meaning  of  the  user  fee  statute? 
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Mr.  Lanman.  I  think  it  would,  Congressman,  yes.  I  cited  that 
statute  only  to  indicate  that  Congress  has,  in  the  past,  recognized 
that  the  value  to  the  user  is  an  appropriate  factor  of  cost. 

Mr.  Engush.  So  we  are  into  a  situation  here  that  we  are  not 
charging  people  for  information  specifically  based  on  what  it  costs 
the  Government  to  pro'dde  that  information;  instead,  we  are  going 
to  make  a  judgment  as  to  what  the  value  of  that  information  is, 
and  that  is  what  we  are  going  to  base  the  charge  on,  is  that  right? 

Dr.  LiNDBERG.  I  was  suggesting  that  in  fact  what  the  institution 
has  tried  to  do  is  to  analyse  all  of  the  overall  costs  for  running  the 
services,  and  then  to  divide  those  up  in  such  a  way  that  it  recovers 
the  proper  proportion  of  those  costs  which  the  Regents  have  decid- 
ed are  access  costs  for  domestic  users  and  access  costs  plus  a  pro- 
portionate data  base  creation  for  overseas  users 

Now,  as  with  a  company,  the  usage  is  a  little  hard  to  predict 
from  year  to  year.  As  you  pointed  out,  some  vendors  come  in  and 
off  the  system  and  some  users  come  in  and  off  the  system,  there- 
fore, the  recovery  scheme 's  an  estimate,  and  it  has  to  be  reat^ust- 
ed  from  year  to  year.  In  our  case,  being  not  a  profitmaking  compa- 
ny, but  rather,  a  Federal  agency,  our  arrangement  has  been  that 
those  usage  fees  are  collected  by  NTIS.  The  costs  of  the  access 
which  in  large  measure  are  for  the  phone  lines,  are  paid  by  NTIS, 
or  through  NTIS,  and  if  there  is  a  balance^  that  is  returned  directly 
to  the  Treasury. 

Mr.  Engush.  You  do  return  the  balance  to  the  Treasury? 

Dr.  LiNDBERG.  Yes,  sir. 

Mr  ^NCUSH.  Is  there  any  restriction  whatsoever  as  tx)  the  fees 
that  yeu  can  chai^ge,  given  the  inteipretation  that  you  have  made 
under  the  law? 

Dr.  LiNDBERG.  I  don't  think  there  is  a  legal  restriction.  As  I  said, 
it  is  our  intent  that  the  system  be  as  generally  available  as  possi- 
ble, certainly  in  the  United  States. 

So  for  that  reason  we  want  to  restrict  fees  from  going  too  high, 
yei  we  want  them  high  enough  to  be  certain  that  NLM  services, 
are  used  in  a  professional  and  not  trivial  way. 

Mr.  Engush.  Still,  though,  given  the  interpretation  that  you 
make,  it  pretty  much  puts  you  in  the  position  of  playing  God,  you 
decide  whether  or  not  something  has  a  value,  and  you  put  a  price 
upon  that  value,  and  you  can  determine  exactly  whether  that 
person  is  going  to  find  it  economically  feasible  to  use  the  service  or 
not. 

Dr.  LiNDBERG.  Well,  as  I  tried  to  say,  that  isn't  the  way  I  view  it. 
Maybe  I  ought  to  ask  my  colleague,  Mr.  Smith,  if  he  would  com- 
ment. 

Mr.  Smith.  The  1956  NLM  Act  states  that  the  Library  can 
charge  or  not  charge  for  its  services.  Therefore,  it  has  that  option. 
At  one  point,  we  did  not  charge. 

Quite  frankly,  there  are  a  lot  of  pressures  brought  to  bear  about 
charging  for  service.  The  NLM  Act  requires  that  the  Board  of  Re- 
gents, which  IS  the  gov  ning  board  of  the  Library,  to  recommend 
to  the  Secretary  of  the  Department  what  the  charges  should  be  for 
services.  The  baoic  premise  the  regents  have  used  is  that  NLM 
should  be  charging  only  for  the  access  cost  across  all  products, 
whether  they  be  publications,  on-line  services,  or  tap>es. 
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And  so,  in  aggregate,  we  are  charging  only  for  the  cost  of  access. 
We  could  have  charged  for  the  cost  of  creation,  but  we  believe  that 
those  prices  would  be  at  such  a  level  that  they  would  restrict  the 
access  of  the  health  professional  to  the  information.  So  what  we 
tried  to  come  up  with  is  something  that  was  reasonable  for  all  par- 
ties concerned. 

That  is  really  what  the  Board  went  through. 

Mr.  Engush.  Well,  then,  I  guess  that  raises  the  question,  if  you 
are  only  charging  for  costs  how  can  you  be  making  a  profit? 

Mr.  Smfth.  ^e  are  not  readly  making  a  profit.  The  reason  that 
there  is  an  excess  that  goes  back  to  the  Treasury  is  that .  '^'v- 
ing  good  cost  accounting  standards,  some  of  the  costs  inclc 
the  price  are  currently  also  appropriated. 

For  example,  the  maintenance  of  the  system,  the  salaries  5or 
people,  Piid  as  Dr.  Lindberg  said,  the  computer  equipment  are  paid 
for  by  th**  appropriation.  However,  portions  of  these  are  also  costs 
included  in  the  pricing  algorithm  and  that  percentage  must  go 
back  to  the  Treasury. 

Dr.  Lindberg.  In  addition,  of  course,  it  was  the  intent  that  for- 
eign users  pay  a  portion  of  data  base  creation  costs  which  had  al- 
ready been  paid  for  by  appropriation,  so  we  felt  it  was  appropriate 
that  those  fees  go  directly  to  the  Treasury. 

Mr.  Engush.  Well,  it  would  seem  to  me  that  it  is  kind  of  hard  to 
view  it  as  anything  other  than  a  profit.  If  you  are  turning  back 
money  to  the  Treasury,  if  you  got  an  excess,  if  you  are  suppled  to 
be  charging  for  what  your  costs  are,  and  ycu  have  an  excess  that 
comes  in  each  year,  that  can  only  be  viewed  as  profit. 

Dr.  Lindberg.  Maybe  I  should  say  it  a  different  way.  My  under- 
standing of  the  Board  of  Regents  policy  was  that  costs  which  had 
already  been  paid  for  in  advance  by  the  appropriation  for  the  cre- 
ation of  these  data  bases,  where  they  benefited  foreign  users, 
should  be  paid  for.  That  is  essentially  reimbursing  the  Government 
for  expenditures  that  were  already  made. 

Mr.  Engush.  If  you  are  going  to  do  that  as  far  as  foreigii  users, 
if  that  is  where  you  are  making  your  profit,  then  basically  it  would 
appear  to  me  that  would  put  you  in  a  position  to  reduce  the  cost  to 
users  who  are  U.S.  taxpayers? 

Dr.  Lindberg.  That  is  one  possible  view.  Actually,  this  question 
has  been  discussed  on  previous  occasions  in  the  House  appropria- 
tions and  authorization  committees.  Namely,  the  question  as  to 
whether  NLM  should  be  told  to  retain  these  earnings  and  use  them 
in  its  operation. 

The  NLM  view  has  been  that  we  ought  to  leave  things  as  they 
are,  but  that  perhaps  we  could  be  redirected  in  that  fashion  at  any 
year.  I  think  others  have  had  a  different  view  of  this  matter. 

Mr.  Engush.  Could  you  provide  us  with  a  breakdown  of  all  your 

costs'^ 

Dr.  Lindberg.  Sure,  be  happy  to. 
[The  information  follows:] 

Accoroing  to  our  FY  1984  Medlars  cost  analysis,  the  total  cost  for  the  products 
and  sfci vices  of  Medlars  was  $12,376,000  This  includes  costs  for  online  retrieval, 
publication  of  indexes  and  bibliographies,  and  production  of  database  tapes  NLM 
recovers  the  full  cost  of  access  acmes  all  products  from  its  users  This  cost  is 
$6,857,000  of  the  $12,376,000  The  remaining  cost,  that  of  data  creation,  amounts  to 
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$5,519,000  aid  this  is  cwered  by  the  NLM  appropriatior  The  only  exception  is  with 
regard  to  foreign  use  a.id  there  a  proportional  snare  or  creation  cost  is  included  in 
foreign  charges. 

Mr.  Engush.  Since  the  taxpayers  are  paying  the  capital  costs  of 
the  Medlars  data  base,  would  you  agree  that  the  bibliographical 
services  provided  by  Medlars  can  be  considered  as  benefiting  broad- 
ly the  general  public? 

Dr.  LiNDBERG.  Well,  at  least  in  a  secondary  way.  I  suppose  one 
would  have  to  admit  that  they  benefit  directly  those  who  use  them. 

Mr.  English.  With  regard  to  how  the  fees  relate  to  NLM's  mis- 
sion, does  NLM's  mission  include  making  a  profit  through  the  sale 
of  the  tapes  themselves?  Is  that  an  objective?  You  are  talking 
about  returning  the  money  to  the  Treasury,  is  this  part  of  the  over- 
all objective? 

Dr.  LiNDBERG.  No,  NLM's  basic  mission  is  to  acquire,  organize 
and  disseminate  biomedical  information. 

Mr.  Engush.  Do  higher  fees  for  the  tapes  enhance  NLM's  infor- 
mation gathering  and  dissemination  function? 

Dr.  LiNDBERG.  Were  they  to  be  higher  than  they  are  now,  I 
would  say  no,  they  would  not. 

Mr.  Engush.  would  lower  fees  substantially  hamper  that  func- 
tion? 

Dr.  LiNDBERG.  Well,  it  would  mean  that  the  overall  costs  would 
have  to  be  made  up  In  some  other  fashion,  I  suppose.  I  might  say 
that  there  have  been  other  outside  advisers  whose  advice  has  run 
the  spectrum  from  urging  that  tapes  be  given  away,  which  we  feel 
would  be  in  violation  of  the  use  statute;  to  others  who  have  recom- 
mended that  the  charge  be  tripled,  which  we  feel  would,  while  it 
might  benefit  some  who  are  in  the  business,  wouldn't  benefit  the 
biomedical  health  sciences  community  nor  the  patients. 

Mr.  ENGUhH.  How  would  that  benefit  anybody  but  NLM 
unless  

Dr.  LiNDBERG.  It  wouldn't  benefit  us  in  the  slightest.  It  would 
benefit  any  coirpany  that  wishes  to  operate  under  that  kind  of  um- 
brella. That  is  to  say,  it  would  make  the  general  cost  Oi  such  serv- 
ices so  high  one  could  raise  commercial  rates  to  that  level. 

We  didn't  think  that  it  was  is  a  good  idea  and  didn't  do  it. 

Mr.  Engush.  How  do  the  fees  affipct  NLM's  contractual  ability  to 
acquire  and  catalog  medical  information? 

Dr.  LiNDBERG.  Probably,  the  simplest  single  word  answer  would 
be  not  at  all,  none,  nil;  but,  I  guess  I  should  explain  one  additional 
wrinkle:  Some  of  these  data  bases  are  rather  complex  and  fabricat- 
ed by  NLM  in  a  different  way.  The  Medline  services  we  have  been 
talking  aoout  are  purely  bibliographical.  There  are  other  informa- 
tion services,  that  are  provided  in  toxicology,  chen^istry,  environ- 
mental health,  that  are  of  a  very  complex  nature,  v/hose  sources 
may  come  in  12  or  13  different  forms,  including  access  to  some 
commercial  data  bases. 

So  in  that  case,  we  have  to  pay  a  fee  to  the  copyright  holders  of 
the  commercial  data  base  in  order  to  take  portions  of  that  to  make 
into  the  composite  data  base,  which  is  useful  in  health. 

A  particular  example  would  be  Chemical  Abstract  Services.  They 
have  copyrighted  data  that  deal  with  the  chemical  structure  of 
compounds  in  a  general  sense,  chemical  not  medical. 
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Portions  of  that  data  base  are  used  in  the  toxicology  work,  in 
medical  applications.  Since  they  are  copjrighted  and  commercial, 
we  have  the  obligation  to  pay  for  that  use  and  to  pass  along  to  our 
users  those  charges. 

So,  the  cost  structure  in  that  case,  is  not  totally  in  our  hands,  it 
has  to  be  at  least  enough  to  recover  those  costs  which  we  are 
obliged  to  pay  to  the  information  provider. 

Mr.  Engush,  Does  NLM  own  a  copyright  on  any  portion  of  Med- 
lars? 

Dr.  LiNDBERG.  No,  my  understanding  is  that  the  Federal  Grovem- 
ment  may  not  copyright  its  products  in  the  Unitec'  States.  I  believe 
it  may  copyright  them  overseas.  I  believe  thet  we  do  hold  copy- 
rights overseas. 

Mr.  English.  The  NLM  standard  licensing  agreement  prohibits 
the  duplication  or  resale  of  the  tapes.  Are  these  restrictions  based 
on  specific  statutory  authority? 

Dr.  LiNDBERG.  I  probably  ought  to  ask  the  counsel,  since  that 
sounds  like  a  question  of  law. 

Mr.  Lanman.  It  is  based  on  the  general  authority  that  we  have 
to  disseminate  the  information.  There  is  no  specific  authority  that 
says  we  are  to  do  thai. 

Mr.  Engush.  Does  NLM  use  the  licensing  eigreement  to  achieve 
the  very  thing  that  the  Copyright  Act  prohibits  namely,  restricting 
the  use  of  government  infomation? 

Dr.  LiNDBERG.  Well,  I  would  hope  that  is  not  the  case,  but  one 
ought  to  bear  in  mind  that  much  of  the  material  we  build  into  the 
Medlars  data  base  is  in  some  cases  copyrighted  by  others. 

Our  interpretation  of  the  new  copyright  law  allows  us  to  do  this 
as  a  fair  use.  It  allows  a  user  to  make  a  single  copy  as  a  fair  use, 
but  there  are  other  restrictions  which  prohibit  further  than  that  as 
fair  use. 

So  we  have  to  obey  the  law  like  other  citizens,  and  that  particu- 
lar clause  in  the  agreement  simply  says  that  the  user  will  obey  the 
law  and  will  not  violate  the  Copyright  Act. 

Mr.  English.  If  NLM  were  given  the  authority  to  copyright  Med- 
lars, would  the  restriction  on  duplication  or  resale  be  any  diff*»r- 


Dr.  LiNDBERG.  Well,  I  don't  believe  we  would  have  the  right  to 
copyright  something  that  somebody  already  has  copyrighted. 

Mr.  Engush.  If  you  were  given  that  authority,  would  it  be  an> 
different,  would  the  effect  be  any  different? 

Dr.  LiNDBERG.  I  don't  think  it  would.  There  are  other  reasons  for 
NLM  wanting  to  have  formal  agreements  in  addition  to  the  busi- 
ness of  wanting  our  users  to  obey  the  copyright  law. 

We  also  want  to  be  certain  that  the  quality  of  the  services  pro- 
vided are  suitable,  that  is  to  say,  that  the  integrity  of  the  data  base 
is  maintained.  That  particularly  shows  up  in  the  question  of  up- 
dates. 

These  tapes  are  sent  out  on  a  monthly  basis,  obviously  journals 
are  published  monthly  and  weekly,  and  sometimes  errors  are  en- 
tered into  the  literatura  and  retractions  and  corrections  are  pub- 
lished. 
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We  want  to  be  absolutely  certain  that  those  tapes  are  updated  to 
reflect  such  matters.  That  is  also  pai  of  our  agreement,  one  of  the 
major  reasons  for  the  agreement. 

Mr.  English.  I  want  to  bring  up  an  FOI/*  case  that  held  that 
Medlars  records  were  not  available  under  the  FOIA.  In  our  view, 
why  that  case  was  wi-onglv  decided.  The  Medlars  tapes  are  undeni- 
ably agency  records.  If  the  issue  were  relitigated,  I  suspect  that 
NLM  might  very  well  lose.  Would  NLM's  operations  be  edTected  if 
this  case  were  overruled  either  oy  the  courts  or  by  Congress? 

Dr.  LiNDBERG.  I  think  it  would  change  things  radically.  I  am  not 
sure  it  would  be  overruled.  I  am  not  a  lawyer,  but  my  understand- 
ing from  reading  the  judgments  is  that  the  product,  these  Medlars 
tapes,  in  no  way  hides  or  shields  the  operations  and  decisions  and 
structures  of  a  Federed  agency  from  public  scrutiny,  which  I  believe 
is  the  intent  of  the  FOIA. 

In  fact,  quite  the  reverse,  it  is  the  fundamental  purpose  of  NLM 
to  make  public,  to  contribute  and  make  as  useful  as  possible  all  the 
information  that  it  acquires. 

So  I  am  not  so  sure  it  would  be  altered.  W^  would  not  wish  to  be 
operating  in  a  circumstance  in  which  anybouy  could  take  a  tape  for 
some  trivial  aniount  of  money,  initiate  a  service  which  we  wijren't 
aware  of,  couldn't  monitor,  couldn't  guarantee,  and  produce  a  serv- 
ice that  said  National  Library  of  Medicine,  and  yet  wasn't  true, 
wasn't  correct,  wasn't  up  to  date. 

We  would  very  much  like  not  to  be  in  that  circumstance. 

Mr.  Engush.  I  think  that  takes  care  of  our  questions.  We  appre- 
ciate j^our  testimony  and  appreciate  your  response  to  the  questions. 
There  is  a  possibility  that  there  may  be  additional  written  ques- 
tions we  may  wart  to  submit  to  you  later,  and  if  so,  we  would  ap- 
preciate a  timely  response.  Thank  you  for  appearing  before  us 
today. 

Dr.  LiNDBERG.  Thank  you  very  much.  Congressman,  I  enjoyed 
being  here,  and  we  will  be  happy  to  respond  to  written  questions. 

[Additional  questions  to  Dr.  Lindberg,  with  replies,  are  printed  in 
appendix  2.] 

Mr.  Engush.  Our  next  witness  is  Mr.  Donald  Quigg,  who  is  Com- 
missioner of  Patents  and  Trademarks. 

Mr.  Quigg,  good  to  see  you.  I  understand  that  you  dropped  ''Des- 
ignate" from  your  title  and  now  are  the  full  fledged  Commissioner. 
We  are  delighted  to  have  you  with  us.  If  you  would,  please  intro- 
duce the  gentlemen  who  accompany  you. 

STATEMENT  OF  DONALD  J.  QUIGG,  ASSISTANT  SECRETARY  AND 
COMMISSIONER  OF  PATENTS  AND  TRADEMARKS,  DEPART- 
MENT OF  COMMERCE,  ACCOMPANIED  BY  BRADFORD  R 
HUTHER,  ASSISTANT  COMMISSIONER  FOR  FINANCE  AND  PLAN- 
NING, PATENT  AND  TRADEMARK  OFFICE,  AND  THOMAS  N. 
PYKE,  JR,  DIRECTOR,  CENTER  FOR  PROGRAMMING  SCIENCE 
AND  TECHNOLOGY,  INSTITUTE  FOR  COMPUTER  SCIENCES  AND 
TECHNOLOGY,  NATIONAL  BUREAU  OF  STANDARDS 
Mr.  Quigg.  Thank  you,  Mr.  Chairs  n. 

On  my  right  is  Mr.  Bradford  R.  Huther,  our  Assistant  Commis- 
sioner for  Finance  and  Planning. 
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On  my  left  is  Mr.  Thomas  Pyke,  Jr.,  Director  of  the  Center  for 
Programming  Science  and  Technology  at  the  National  Bureau  of 
Standards  Institute  for  Computer  Sciences  and  Technology. 

I  would  point  out  that  Mr.  Pyke  directed  a  technical  capability 
study  of  our  trademark  automation  system  that  was  requested  by 
the  Department  of  Commerce. 

I  will  briefly  describe  the  PTO  paper  handling  problems  that 
were  the  genesis  of  our  automation  program,  highlight  how  we  ap- 
proached beveral  public  policy  issues  that  affect  most  programs  of 
this  magnitude,  and  mention  some  of  the  changes  we  are  making 
as  a  result  of  our  experiences.  My  formal  written  testimony  covers 
these  topics  in  considerable  detail. 

We  examined  over  160,000  patent  and  trademark  applications 
each  year.  We  have  over  300,000  pending  patent  and  trademark  ap- 
plications that  must  be  stored,  moved  from  location  to  location, 
during  the  examination  process,  and  be  readily  accessible  in  the 
event  of  status  inquiries.  Over  20,000  pieces  of  mail  affecting  those 
applications  are  received  each  day. 

One  of  the  msgor  steps  in  our  examining  process  is  a  search  of  a 
very  large  paper  file  of  reference  materials— a  loosely  assembled 
paper  data  base  of  over  27  million  documents.  The  integrity  of  this 
paper  information  base  has  degraded  to  the  point  where  an  esti- 
mated 7  percent  of  the  patent  search  tile  documents  are  out  of  the 
file  or  misfiled. 

The  solution  to  this  file  integrity  problem  is  automation.  Almost 
5  years  ago,  the  Congress  directed  us  to  develop  a  plan  to  automate 
our  patent  and  trademark  operations. 

We  mad'.,  the  development  of  this  plan  an  open  process.  We  cir- 
culated over  700  copies  of  the  draft  plan,  held  a  public  hearing,  and 
conducted  briefings  of  congressional  and  administration  staff,  pro- 
fessional associations,  and  public  aser  groups. 

Prior  to  the  implementation  of  our  automation  plan,  we  faced  a 
fundamental  policy  issue:  who  would  pay  for  it,  taxpayers  or  users? 
This  question  was  answered  by  enactment  of  Public  Law  97-247 
which  sharply  increased  the  user  foes  necessary  to  finance  one  of 
the  administration's  goals — a  fully  automated  Patent  and  Trade- 
mark Office  in  the  1990's. 

Under  that  law,  the  costs  of  processing  a  patent  application  'lave 
been  shared  about  equally  between  user  fees  and  taxpayer  reve- 
nues, and  the  costs  of  processing  a  trademark  application  have 
been  fully  paid  for  by  user  fees.  It  also  provides  that,  by  the  mid- 
1990's,  when  maintenance  fees  are  payable  on  all  utility  patents 
applied  for  on  or  after  December  12,  1980,  the  patent  process  oper- 
ation, with  the  exception  of  the  small  entity  subsidy,  will  be  fiiUy 
paid  by  user  fees.  Each  year  a  fully  detailed  budget  request  com- 
posed of  user  fees  and  taxpayer  tcvenues  is  reviewed  through  the 
administrative  and  Congressional  appropriations  process. 

The  administration  believes  that  Public  Law  97-247  contemplat- 
ed that  both  taxpayer  and  user  fee  revenues  be  used  to  fund  patent 
automation,  while  trademark  automation  was  to  have  been  totally 
paid  by  user  fees.  Various  patent  professional  associations  believe 
ti)at  Congress  intended  .hat  migor  capital  acquisitions  of  automa- 
tion equipment  be  paid  for  solely  with  taxpayer  funds. 
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We  decided  to  automate  unr  trademark  operation  first  because  of 
its  small  size  compared  to  patent  operations,  and  because  the  tech- 
nology to  support  automai^  trademark  searching  capabihty  was 
available  in  the  marketplace. 

Two  areas  of  our  management  decisions  turned  out  to  be  contro- 
versial: the  exchange  agreements  used  to  create  the  data  base  and 
our  proposal  to  charge  a  user  fee  for  public  access  to  the  automated 
system— T-Search. 

Our  exchange  agreement  partners  were  unwilling  to  invest  their 
resources  if  we  used  the  full  power  of  T-Search  to  compete  against 
them.  Therefore,  we  agreed  to  limit  automated  searching  capabili- 
ties offered  to  the  public  to  those  that  would  be  comparable  and 
equivalent  to  paper  searching  techniques  that  the  public  has  been 
using. 

Trademark  practitioners  objected  to  this  restriction  on  the 
grounds  that  they  should  have  the  same  searching  capabilities  that 
would  be  available  to  our  staff.  To  respond  to  those  objections,  we 
renegotiated  the  exchange  agreements  to  allow  the  public  to  use 
the  full  searching  capabilities.  To  gain  access  for  the  public,  we 
agreed  to  collect  and  pay  a  royalty  to  the  suppliers  in  Ueu  of  re- 
stricting access  to  the  electronic  data  bases.  This  solution  has  also 
been  unacceptable  to  the  public.  We  are  now  prepared  to  terminate 
the  exchange  ap-eements  and  the  royfiilty  provision  I  have  just 
mentioned.  We  nave  already  initiated  action  to  buy  the  electronic 
data  bases  through  conventional  procurement  techniques. 

The  ether  area  of  controversy  involves  our  proposed  charge  of 
$40  per  hour  for  access  to  the  electronic  data  base.  This  fee  repre- 
sents the  marginal  cost  of  making  the  system  available  for  public 
use.  This  proposal  has  not  yet  been  made  final.  However,  we  recog- 
nize that  there  are  individual  members  of  the  public  who  need 
access  to  Gc/ernment  records  occasionally.  To  avoid  undue  impact 
on  them,  we  also  propose  to  provide  a  limited  number  of  free  con- 
nect hours  each  year  to  all  users. 

We  have  recently  received  recommendations  for  improving  our 
trademark  systems  from  the  General  Accounting  Office,  the  Insti- 
tute of  Computer  Sciences  and  Technology,  and  the  Department  of 
Commerce.  We  intend  to  implement  every  recommenaation,  most 
by  the  end  of  this  calendar  year  and  all  by  July  1,  1986. 

Turning  to  our  patent  automation  project,  our  original  automa- 
ti')n  plan  provided  for  the  development  of  a  testbed  patent  examin- 
ing group  as  the  means  for  determining  whether  the  architecture 
and  functionality  of  the  automated  patent  system  should  be  de- 
ployed to  the  remaining  groups  and  eventually  to  the  public.  This 
project,  which  we  call  the  automated  patent  system  or  APS,  is  a 
major  state-of-the-art  system  which  is  being  developed  to  support 
all  patent  functions.  Wo  expect  to  have  the  testbed  fully  operation- 
al by  next  summer. 

At  the  same  time,  we  are  creating  the  electronic  data  base  for 
patents.  By  the  f^nd  of  the  year,  we  will  begin  converting  about  36 
million  pages  ot  U.S.  patents  into  digital  image  form.  Next  year  we 
will  begin  to  exchange  electronic  data  with  the  European  and  Japa- 
nese Patent  Offices,  thereby  saving  approximately  $22  million  in 
data  base  development  costs.  It  is  important  to  note  that  in  Japan 
and  Europe,  automation  costs  are  fully  paid  by  fees.  Since  the 
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United  States  is  the  major  foreign  filer  in  both  those  areas,  our  cor- 
porations and  inventors  are  helping  underwrite  the  automation  of 
the  Japanese  and  European  office  through  their  fees.  Those  who 
advocate  that  only  appropriations  should  be  used  for  capital  out- 
lays for  the  PTO  automation  project  are,  in  effect,  suggesting  that 
Japanese  and  European  corporations  filing  for  a  U.S.  patent  should 
be  subsidized  by  U.S.  taxpayers. 

Our  ongoing  responsibility  to  disseminate  patent  information 
will  be  affected  by  automation.  Last  year,  wepublished  guidelines 
which  set  forth  the  policy  under  which  the  PTO  propped  to  direct- 
ly provide  electronic  data  base  search  and  retrieval  services  in 
public  search  facilities  located  in  the  PTO  and  other  locations 
which  may  be  established  by  the  Government.  We  proposed  to  re- 
cover through  a  user  fee  the  marginal  cost  of  extending  the  use  of 
the  APS  system  to  the  public. 

We  intend  to  encourage  the  private  sector  to  offer  commercial 
patent  search  and  retrieval  services  outside  the  Government  facili- 
ties. We  propose  to  seek  to  avoid  competition  with  the  private 
sector,  principally  through  the  nonexclusive  bulk  sale  of  our  com- 
puter data  base  tapes  to  commercial  vendors. 

The  patent  automation  project  has  experienced  its  share  of  con- 
troversy too.  As  I  mentioned,  one  issue  involves  the  correct  inter- 
pretation of  congressional  intent  in  the  financing  provisions  of 
Public  Law  97-247.  A  second  issue  is  whether  the  public  should  be 
charged  for  access  to  the  automated  patent  svstem. 

Our  proposed  policy  of  having  users  pay  for  benefits  which  they 
derive  from  a  Federal  activity  is  based  on  the  concepts  of,  one,  es- 
tablishing a  reasonable  charge  to  recover  the  costs  of  providing  spe- 
cial benefits  to  recipients  above  and  beyond  those  accruing  to  the 
public  at  large;  and,  t  wO,  attempting  to  avoid  competing  vith  com- 
mercial entities  that  already  provide  automated  searching  of 
patent  and  trademark  records. 

The  patent  professional  associations  have  opposed  our  proposal 
to  establish  fees  for  public  access  of  the  electronic  data  base.  Those 
users  believe  it  is  a  public  right  to  have  free  access  to  PTO  records, 
whether  they  are  in  paper  or  electronic  form.  I  would  point  out  we 
do  propose  to  offer  a  certain  number  of  free  hours  to  everybody  so 
that  if  it  is  a  routine  necessity  for  access,  they  do  get  that  free  of 
chaige.  It  is  the  users  who  are  making  a  commercial  use  of  the 
services  that  we  would  propose  to  have  pay  the  cost  here. 

We  recently  evaluated  and  updated  our  automation  plans  to 
demonstrate  improvements  in  quality,  to  install  cost  effective 
system  capabilities,  to  defer  desirable,  but  more  costly  or  difQcult 
to  install  system  features  until  the  higher  priority  capabilities  have 
been  thoroughly  evaluated,  and  to  involve  the  public  in  the  testing 
and  evaluation  of  the  automated  systems  much  earlier  than  origi- 
nally planned.  This  revised  plan  is  currently  under  review  by  the 


within  the  next  few  months. 

As  a  fmal  observation,  the  Patent  and  Trademark  OHice  is  one  of 
the  many  organizations  faced  with  the  complexities  and  controver- 
sies associated  with  the  development  of  a  large  scale  electronic  in- 
formation system.  It  is  not  a  matter  of  whether  an  electronic 
system  will  become  a  substitute  for  our  papex  records,  but  when 
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available  for  public  dissemination 


ERIC 


291 


and  how  it  is  to  happen.  Given  an  effective  electronic  alternative, 
our  valuable  information  resources  can  become  more  useful  and 
manageable. 

Mr.  Chairman  that  concludes  my  prepared  testimony.  I  would  be 
happy  to  answer  any  questions  the  subcommittee  may  have. 
[The  prepared  statement  of  Mr.  Quigg  follows:] 
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STATEMENT  OF 


DONALD  J.  QUIGG 


ASSISTANT  SECRETARY  AND 
COMMISSIONER  OF  PATENTS  AND  TRADEMARKS  -  DESIGNATE 


BEFORE  IHE 


SUBCOMMITTEE  ON  GOVERNMENT  INFORMATION, 
JUSTICE,   AND  AGRICULTURE 
COMMITTEE  ON  GOVERNMENT  OPEFATIONS 


U.S.   HOUSE  OF  REPJ^ESENTATIVES 


OCTOBER  18,  1935 


Mr.  Chairnan  and  Members  of  the  Subcoimni ttce : 

I  appreciate  this  opportunity  to  discuss  the  Patent  and  Trademark 
Office's  plans  for  the  electronic  collection,   use,  and 
dissemination  of  patent  and  trademark  information.     Fust,   I  will 
briefly  describe  the  PTO '  s  p^per-handl  ing  problems  *,hat  are  the 
genesis  of  our  automation  program.     Second,   I  will  highlight  how 
we  approached  several  important  public  policy  issues  that 
typically  affect  most  pro:)ects  of  this  magnitude.     Last,   I  uill 
mention  some  of  the  planning  cnanges  we  are  in  the  process  o*" 

^akipg  as  a  result  of  our  experience  to  date. 
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BacKground 


The  mission  of  the  Patent  and  Trademark  Office   (PTO)   is  to 
promote  the  national  economy  by  administering  piovisions  of  the 
patent  and  trademark  laws.     Patent  laws  encourage  technological 
advances  by  providing  incentives  to  invent,  invest  m,  and 
disclose  new  technology*     Trademark  laws  assist  businesses  m 
protecting  their  investments  m  the  promotion  of  goods  and 
services ,  and  safeguarding  consumer-;  aga  mst  conf  usxon  and 
decppt^on  ip  the  marketplace  abou\.  tiie  ori^Jin  of  goods  and 
services.     In  carrymo  out  this  rriijsion,   the  PTO  examines  over 
160,000  patent  and  trademark  applications  each  year  .     Our  current 
workload  consists  of  over  30^,3"     pending  patent  and  trademark 
applications  which  must  be  stored,  moved  from  location  to 
location  during  the  examination  process,  and  be  raadilv 
accessible  m  the  event  of  status  inquiries.     Over  20,000  pieces 
of  mail  aifectmg  th-^  processing  nose  applications  are 

received  each  day. 


On*^  of  the  major  steps  m  our  examining  process  is  a  search  of  a 
very  large  paper  file  of  reference  .materials  —  a  loosely 
assembled  paper  data  base  of  ov^r  27  million  documents.  The 
integrity  of  this  paper  information  base  has  degraded  to  the 
point  where  an  estimated  seven  percent  of  the  paten^  search  file 
documents  are  missing  or  msfiled.     We  experience  an  even  higher 
percent  of  missing  or  misfiled  documents  in  search  files 
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xn;olving  newer  technclogies  such  as  solar  devices,  biotech- 
nology, or  ££m:J  conductors.     Studies  have  shown  that  unci  ted 
patents  are  c  n  ;)or  cause  for  findingb   >f  in/alidity  by  the 
courts.     Similar  problems  exist  with  the  integrity  of  the 
tradenark  paper  search  files.    These  labor  intensive,  error-prone 
paper  data  bases  are  the  core  of  cur  probleii . 

For  many  years,  there  has  been  a?most  universal  acceptance  that 
the  solution  to  the  lack  of  irttgrity  for  this  enormous, 
constantly  growing  paper  data  base  simply  cannot  be  found  through 
any  meanj  other  than  automation.     Almost  five  years  ago,  the 
Congress  directed  the  Commissioner  of  Patents  and  Trademarks  to 
develop  "...a  plan  to  identify  and  if  necessary  develop  or  have 
developed  computerized  data  and  retrieval  systems  equivalent  to 
the  latest  state  of  the  art  which  can  be  applied  to  all  aspects 
of  the  operation  of  the  Patent  and  Trademark  0/f ice. . . . the  report 
shall  specify  the  cost  of  implementing  the  plan,  how  rapidly  the 
plan  can  be  implenerted  by  the  Patent  and  Trademark  Office, 
withcdt  regard  to  funding  which  may  be  available  for  this  purpose 
in  the  future." 

We  made  the  development  of    .-e  plan  mandated  by  Congress  an  open 
process.     A  special  advisory  committee  consisting  of  experts  in 
the  field  of  autonatior   from  ocher  Government  agencies  reviewed 
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and  evaluated  a:*  early  draft  of  the  plan.    We  circulated  over  700 
copies  of  the  draft  plan  to  individuals,  commercial  organiza- 
tions,  and  interested  professional  associations  for  their 
comment . 

We  held  a  hearing  to  provide  a  forum  for  public  comment  and 
reaction.    We  conducted  briefings  of  Congressional  and 
Administration  staff,  professional  associations,  and  public  user 
groups  to  establish  ri  clear  understanding  of  our  short  and 
long-range  automation  objectives. 

Prior  to  the  implementation  of  oar  automation  plan,  we  faced  a 
fundamental  policy  issue:    Who  would  pay  for  it        taxpayers  or 
users?    This  question  was  answered  by  enactment  of  authorizing 
legislation  for  the  PTO  that  sharply  increased  the  user  fees 
necessary  to  finance  one  of  the  Administration's  goals  —  a  fully 
automated  Patent  and  Trademark  Office  in  the  1990'o.     Under  that 
law,  enacted  as  Public  Law  97-247  on  August  27,  1982,  the  costs 
of  patent  automation   ($48.4  million  for  the  fiscal  years 
1983-1985)  have  been  shared  about  equally  between  usei  fees  and 
taxpayer  revenues,  ara  the  costs  of  trademark  automation  ($15.3 
million  for  the  same  three-year  period)  have  been  paid  for  almost 
totally  by  user  fees. 

As  a  result  of  this  intensive  planning  ant!  legir"*  :4tive  process, 
by  Decembe    1982  we  had  completed  the  plan  to  guide  our 


ERIC 


296 


automation  efforts  and  we  had  in  place  the  necessary  funding 
mechanism  to  begin  the  development  of  the  automated  systems. 
Moreover,  there  existed  a  clearly  identified  constituent  group  of 
interested  practitioners,  public  searchers,  and  representatives 
of  our  nationwide  Patent  Depository  Library  network,  who  had 
begun  to  coalesce  into  a  network  of  ad  hoc  committees  to  monitor 
our  automation  project  and  provide  their  advice  anC  criticisms 
throughout  the  implementation  of  the  plan. 


We  decided  to  automate  our  trademark  operation  first  because  of 
Its  small  size  compared  to  patent  operations,  and  because  the 
technology  to  sunport  automated  trademark  searching  capability 
was  available  in  the  market  place.     Full  automation  of  the 
trademark  functions  involved  reaching  three  objectives: 

(1)     completing  the  automated  trademark  application  monitoring 

system  (TRAM)  —  TRAM  was  completed  in  April  1983  except  for 
the  additional  enhancements  required  for  the  automated 
photocomposition  capability,  which  were  implemented  in  March 
1985.     TRAM  provides  the  capability  of  tracking  the  movement 
and  status  of  a  working  inventory  of  more  than  76,000 
pending  applications  and  bibliographic  data  on  nearly 
600,000  active  trademark  registrations. 


Trademark  Automation 
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(2)  providing  an  automated  search  system  (T-Search)  —  We 
awarded  a  contract  under  Federal  procurc.'nent  regulations  tc 
the  Systems  Development  Corporation  (SDC)   in  December  1983 
for  the  hardware  and  sophisticated  search iiiy  software 
necessary  to  search  any  of  the  data  items  con.prising  the 
trademark  registration. 

(3)  creating  an  electronic  trademark  data  base  —  This  involved 
converting  more  than  500,000  paper  records  to  machine- 
processable  form.     Significantly,  this  electronic  data  base 
will  become  the  official  trademark  register,  ultiir-Jtely 
replacing  the  cumbersome,  error-prone  bound  paper  volumes 
that  have  been  serving  this  purpose  since  1881.     Using  the 
authority  of  section  6  of  title  35,  United  States  Code,  we 
e'^tered  into  exchange  agreements  with  three  private  fin  s  to 
create,  at  a  very  low  cost,  electronic  data  bases  of  ^hc 
text  and  digitized  facsimiles  of  registered  trademarKs  ard 

ii  coming  trademark  applications.     These  data  basea  were 
provided  to  the  PTO  in  exchange  for  (1)  copies  of  PTC 
dccuments;  and  (2)  certain  restrictions  on  the  automated 
techniques  for  public  access  to  the  data  bases  ana 
distribution  of  the  data  bases  to  third  parties. 

The  trad**mark  automation  project  *ias  been  controversial.    The  two 
most  significant  issues  relate  to  t^he  exchange  agreements  used  to 
create  the  data  base  and  our  proposal  to  charge  a  user  fee  for 
olic  access  to  the  T-Search  system. 
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Since  the  electronic  data  base  would  be  ubed  by  both  examiners 
and  the  public,  our  exchange  agreement  partners  were  unwilling  to 
invest  their  resources  if  we  used  the  full  power  of  the  automated 
sjstem  to  compete  against  tnem.    The  companies  proposed  and  we 
agreed  tc  limit  automated  searching  capabilities  offered  to  the 
public  to  those  that  would  be  "comparable  and  equivalent"  to 
paper  searching  t^chniquej;.    Our  major  reasons  for  this  decision 
were  (1)  wc  could  not  project  sufficient  resources  to  pay  for  the 
computerized  trademark  data  base  under  the  existing  fee 
structure?   (2)  this  was  the  best  and  possibly  the  only  way  to 
automate  the  trademark  search  system  at  that  time;   (3)  the  terms 
and  conditions  of  the  exchange  agreements  were  not  irrevocable; 
and  {4)  this  concept  vas  consistent  with  the  provision  of  0MB 
Circuit    A-76   (Performance  of  Cop»Tnercial  Activities)  regarding 
the  avoidance  of  Federal  competition  with  the  private  sector. 

Trademark  practitioners  objected  to  the  "comparable  and 
equivalent"  searching  restriction  on  the  grounds  that  they  should 
have  the  same  searching  capabilities  as  those  being  developed  for 
our  staff  of  trademark  examiners.     In  an  effort  to  respond  to 
those  objections r  the     CO  renegotiated  the  agreements  to  allow 
the  public  to  use  the  full  searching  capabilities  of  T-Search. 
To  gam  iccess  for  the  public,  the  i>TO  agreed  to  collect  and  pay 
a  royalty  to  these  firms  in  lieu  of  restricting  access  to  the 
electronic  data  bases.     We  held  a  public  hearing  in  September 
1984,  and  a  majority  of  the  commentors  opposed  the  royalty 
payment  to  search  trademark  records. 
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In  its  review  of  the  tradem-.rk  automation  project,  the  General 
Accounting  Office  also  disagreed  with  our  decision  tc  use 
exchange  agreement  authority  to  acquire  the  nrachine-readable 
trademark  data  base.     GAO  concluded  that  ^hp  exchanges  were 
procurements  of  commercial  ADP  support  serv^^^s  subject  to  the 
requirements  of  the  Brooks  Act  and  Federal  procurement 
regulations.    To  address  these  concerns,  we  are  prepared  to 
terminate  the  exchange  agreements  and  have  already  initxated 
action  to  buy  the  electronic  data  bases  through  conventional 
procurement  techniques.     Policy  guidance  on  how  we  are  to  proceed 
ip  being  provided  to  us  by  the  Deputy  Secretary  of  Conurierce. 

The  other  area  of  user  fee  controversy  involves  cur  proposed 
charge  of  $40  per  hour  for  access  to  the  electronic  data  base. 
This  hourly  connect  fee,  which  represents  the  marginal  cost  of 
making  the  system  available  for  publio  use,  was  proposed  in  the 
Federal  Register  of  August  7,  1984.     Our  proposal  was  based  on 
the  general  user  charge  guidance  containeJ  in  0MB  Circular  A-25 
that  those  who  benefit  most  directly  from  a  clearly  identifiable 
Federal  pe-rvice  should  pay  for  that  service.    Because  of  the 
public  debate  over  the  exchange  agreements,  those  rules  have  not 
yet  been  made  tin^i.     However,  in  addressing  the  issue  of  access 
fees,  we  have  recognized  that  there  are  individual  members  of  the 
public  who  h& /e  reason  to  access  Government  records  occasionally 
for  their  own  purpose.     To  avoid  undue  impact  on  this  seg.Tici.t  of 
the  population,  the  PTO  also  proposed  to  provide  a  limited  number 
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of  free  connect  hours  each  year  to  all  users  of  the  automated 
files.    However,  we  have  not  made  a  f.nal  d-icision  on  any  of 
these  proposals  because  of  the  concern  expressed  by  the  Congress 
during  the  reauthorization  process. 

Another  issue  of  concern  to  the  public  is  the  ultimate 
disposition  of  the  paper  documents.     We  have  decided  that  the 
paper  files  will  be  retaired  until  the  automated  system  has  been 
fully  tested  and  evaluated  and,   in  addition,  until  a  public 
hearing  has  been  held. 

The  Geneial  Accounting  Office,  the  Institute  of  Computer  Sciences 
and  Technology,  and  the  Department  of  Commerce's  financial  and 
management  teams  have  recently  given  us  recomroendationja  ^or 
improving  our  trademark  systems.    We  intend  to  implement  every 
recommendation,  most  of  which  will  be  completed  by  the  end  of 
this  calendar  year.    While  these  actions  will  enhance  the 
performance  of  the  automated  systems,  I  am  pleased  to  report  to 
the  Subconmittee  tliat  our  original  trademark  objectives  are 
nearly  met.     TRAM  has  been  completed.    Most  of  our  examiners  are 
conducting  text  searches  on  T-Search  and  they  generally  report 
that  improvements        the  gualitv  of  searching  are  being  achieved. 
And  the  ofticial  certification  of  this  electronic  trademark  data 
basc?  used  m  searching  trademark  registrations  is  expected  to 
occur  by  the  end  of  December. 
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Patent  Automation 


Our  original  automation  plan  for  patents  provided  for  the 
development  of  a  "testbed"  patent  examining  group  as  the  means 
for  determining  whether  the  architecture  and  functionality  of  the 
automated  patent  system  should  be  deployed  to  the  remaining 
groups  and  eventually  to  the  public.    This  project,  which  we  call 
the  Automated  Patent  System  (A^S) ,  is  a  major,  state-of-the-art 
system  which  is  being  developed  in  two  parts  to  support  all 
patent  functions.    The  first  part  of  APS  includes  text  and  image 
processing,  electronic  workstation  and  support  services,  a 
high-speed  local  area  data  network,  and  administrative  data 
support.    The  second  part  is  being  developed  separately  to 
support  preparation  of  electronic  data  for  the  APS  through  image 
backfile  conversion,  on-going  text  and  image  data  conversion, 
copy  order  piocessing.  incon*ing  electronic  mail,  and  photo- 
composition preparation. 

The  implementation  strategy   for  APS  is  to  acquire,  develop, 
integrate,  ano  test  the  individual  components  in  the  testbed 
before  we  commit  to  full  deployment  of  the  system.     In  April 
1984,  we  awarded  a  contract  to  the  Planning  Research  Corporation 
(PRC)  which  teamed  with  Chemical  Abstract  Services  (CAS) ,  a 
not-for-profit  arm  of  the  American  Chemical  Society.     The  system 
architecture  has  been  refined  and  approved,  most  of  the  hardware 
needed  for  the  testbt     either  has  been  installed  or  will  be 
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acquired  shortly,  e:nd  the  details  of  the  data  base  and  software 
design  are  approaching  completion.    Based  on  the  APS  equipment 
characteristics  that  are  now  clearly  established,  final  site 
jireparatior  plans  to  meet  all  space,  power,  and  cooling 
requirements  are  being  prepared  and  reviewed.     Although  we  have 
incurred  higher  than  planned  up-front  contract  costs,  tha  ,  have 
affected  our  implementation  schedule  and  flexibility  somewhat, 
the  procurement  and  installation  of  the  APS  hardware  and  software 
are  proceeding  smoothly.    We  expect  to  have  the  testbed  fully 
operational  by  next  suiomer. 

Simultaneous  with  APS  (development  activj.t-».es,  we  have  pursued  the 
creation  of  the  electronic  data  base  for  patents.     Unlike  the 
trademark  situation,  at  th?  beginning  of  the  patent  project  we 
had  already  accumulated  on  L-agnetic  tape  the  full  text  files  for 
most  patents  issued  since  1970.    After  converting  this  data  base 
into  a  form  compatible  with  the  APb  system,  we  began  loading  the 
converted  text  data  file  into  t^e  APS  data  storage  devices  in 
July.     By  the  end  of  1985,  we  expect  to  begin  converting  an 
estimated  36  million  pages  of  U  S.  patents  into  digital  image 
form.     To  achieve  the  highest  quality  resolution,  the  PTO's 
arcnival  set  of  printed  patents,  stored  in  an  underground  storage 
facility  in  Pennsylvania,  will  be  used  as  the  source  documents. 
Conversion  of  the  entire  paper  file  of  U.S.  patento  to  electronic 
form  should  be  completed  during  1988. 
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The  PTO  has  an  on-gomg  responsibility  t")  dissem:  late  patent 
mformacion  to  foster  the  spread  of  scientific  and  t^^'hnical 
knowledge.    As  a  resuxc  of  automation,  new  forms  of  patent  data 
will  be  created  and  new  techniques  will  bicome  available  to 
facilitate  the  use  of  one  of  the  world's  largest  t(*chnical  arid 
scientific  information  resources. 

We  considered  several  approaches  tc  the  dissemination  of  "^^«»nt 
data.    On  June  14,  1984,  we  published  Electronic  Paten 
Dissemination  Guidelines  in  the  Federal  Register  and  at  the  same 
time  invited  comments  to  the  guidelm'^s.    These  guidelines  set 
forth  the  policy  that  the  PTO  will  directly  provide  electronic 
data  base  search  and  retrieval  services  m  public  search 
facilities  located  m  the  PTO  and  other  locations  which  may  be 
established  by  the  Government.     Fees  would  be  charged  for  use  of 
sophisticated  workstations  and  search  techniques  at  the  marginal 
cost  of  extending  use  of  the  APS  system  to  the  public. 

We  intend  to  pursue  our  dissemination  mission  indirectly  by 
encouragiry  the  private  sector  to  offer  commercial  patent  search 
and  retrieval  services  outside  the  Government  facilities.  We 
will  seek  to  avoid  competition  with  the  private  sector  m 
providing  such  services  to  the  'public,  principally  through  the 
non-*=>xclusive  bulk  sale  of  our  computer  data  base  tapes  to 
commercial  vendors.    The  selling  price  will  be  based  on  the 
marginal  cost  of  obr  distribution  services  plus  a  tair  market 
value  ch-?rge  for  the  data 
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To  facilitate  international  coordination,  the  PTO  initiated 
negotiations  with  the  European  Patent  Office  and  the  Japanese 
Patent  Office  to  ensure  that  our  respective  automation  plans  were 
fully  coordinated  and  as  compatible  as  possible.     A  trilateral 
agreement,  signed  m  October  1983,  established  the  principle  that 
electronic  data  created  by  each  office  will  be  exchanged  with  the 
other  offices  for  the  marginal  cost  of  duplicating  and  shipping 
the  data.    At  a  third  trilateral  meeting  held  this  month  m 
Tokyo,  we  reached  a  final  agreement  on  the  character  and  image 
data  standards  to  be  used  for  the  exchange  of  data  that  will 
begin  next  year.     These  developments  are  highly  significant  to 
patent  applicants  because  they  will  enable  the  Office  to  build  a 
more  complete  and  accessible  data  base,  and  should  enhance  our 
ability  to  achieve  widespread,  low-cost  dissemination  of  patented 
technology.     The  estimated  cost  of  converting  these  paper 
records,  which  represent  70  years  of  European  and  Japanese 
patent  electronic  data  is  about  $22  million. 

The  patent  automation  project  has  expe'^ienced  its  shaie  of 
controversy,  too.     The  most  significant  isi ues  involve  the 
correct  interpretation  of  Congressional  intent  m  the  financing 
provisions  of  Public  Law  97-247  and  whether  the  public  should  be 
charged  for  access  to  the  automated  patent  system.     Regarding  the 
former,   the  Administration  believes  that  Public  Law  97-24  7 
contemplated  that  patent  automation  costs  be  funded  by  a 
combination  of  user  fees  and  tax  revenues.     Various  patent 
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professional  associations  believe  that  Congress  intended  that 
major  capital  acquisitions  of  automation  equipment  be  paid  for 
solaly  with  taxpayer  funding. 

The  patent  professional  associations  have  opposed  our  proposal  to 
establish  fees  for  public  access  of  the  electronic  data  base. 
Prior  to  automation  and  the  enactment  of  Public  Law  97-247, 
access  to  the  information  data  base  in  the  public  search  rooms 
was  made  possible  through  taxpayer  funds.     These  r**cords  are  used 
by  the  general  public,  by  those  who  stand  to  benefit  from  their 
intellectual  property,  and  by  those  who  make  a  living  by 
searching  Office  records  for  others.     These  users  believe  it  is  a 
public  right  to  nave  free  access  to  Office  records,  whether  they 
are  m  paper  or  electronic  form. 

As  I  indicated,  our  proposed  policy  of  having  users  pay  for 
benefits  which  they  derive  from  a  Federal  activity  is  based  on 
the  concepts  of   (1)  establishing  a  reasonable  charge  to  recover 
the  costs  of  providing  spe'^ial  benefits  to  recipi»jnts  above  and 
beyond  those  accruing  to  the  public  at  large;  and  (2)  attempting 
to  avoid  competing  with  c^^.iunercial  entities  th£.t  =^lready  provide 
automated  searching  of  patent  and  trademark  records. 
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The  ^srues  that  1  .  ave  dsscribed  for  you  today  are  being 
addressed  by  the  Congress  in  the  reauthorization  of  the  Patent 
and  Trademark  Office  program  for  the  naxt  three  years.  Once 
these  issues  have  been  settled,  our  future  automation  progress 
will  be  closely  monitored  during  the  Congressional  oversight 
and  appropriation  processes.    We  stand  ready  to  brief  other 
interested  Congressional  committees  at  key  decision  points 
throughout  the  implementation  process.    As  a  key  step  in  that 
process,  we  recently  reevaluated  and  updated  our  automation  plans 
a?  follows:    First  priority  will  be  given  to  demonstrating 
improvements  in  quality  which  automation  brings  to  our  patent  and 
trademark  examining  programs.    Assuming  clear  evidence  that  the 
automated  system  meets  that  basic  quality  test,  second  priority 
will  be  given  to  installing  cost-effective  system  capabilities, 
such  as  reducing  costs  associated  with  paper  search  file 
maintenance,  and  printing.    Desirable,  but  more  costly  or 
difficult  to  install  system  features  which  will  improve 
operations  and  service  to  the  public  will  be  deferred  until  the 
higher  priority  capabilities  have  been  thoroughly  evaluated.  In 
addition,  public  participation  in  the  testing  and  evaluation  of 
the  automated  systems  will  occur  lauch  earlier  than  originally 
planned. 
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Our  revised  automation  master  plan  is  currently  under  review  by 
the  Adminisfration  and  should  be  available  for  public  dissemina- 
tion within  the  next  few  months. 

As  a  final  observation,  the  Patent  arxd  Trademark  Office  is  one  of 
many  organizations  faced  with  the  complexities  and  controversies 
associated  with  the  development  of  a  large-scale  electronic 
information  system.     It  is  not  a  matter  of  whether  an  electronic 
system  will  become  a  substitute  for  our  paper  records,  but  when 
and  how  it  is  to  happen.     Given  an  effective  electronic 
alternative,  our  valuable  information  resources  can  become  more 
useful  and  manageable. 

Mr.  Chairman,  that  concludes  my  formal  testimony.     I  would  be 
happy  to  answer  any  questions  the  Subcommittee  may  have. 
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Mr.  Engush.  Thank  you  /ery  much,  CommiBsioner. 

^  have  to  say  trademarks  are  certainly  a  new  area  to  me,  and  I 
would  like  to  go  over  some  of  the  basi'^  if  we  could.  Is  it  fair  to  say 
that  public  notice  is  an  essential  ieat  .1  e  of  the  trademBurk  registra- 
tion and  that  maintenance  of  public  fil;38  is  a  rigjor  function  of  the 
trademark  office? 

Mr.  QuiGG.  Well,  I  think  an  important  i^ture  of  trademaik 
usage  is  the  ability  to  determin'*,  before  adopting  a  mark,  whether 
or  not  somebody  else  happens  to  have  that  mark  roistered.  So,  to 
that  extent,  I  would  say  that  the  notice  itself  is  important. 

Mr.  English.  In  the  report  accompanying  H.R.  2434,  t  ^iouae 
Judiciary  Conunittee  wrote— and  I  am  quoting  here-  .^ving 
patent  and  trademark  records  freely  available  to  the  public  and 
widely  disseminated  gives  a  valuable  benefit  to  the  public  at 
large" 

Do  you  agree  with  that  statement? 

Mr.  QuiGG.  I  agree  with  that  wholeueartedly.  That  is  one  of  the 
reasons  we  propose  to  provide  the  fixed  number  of  hours  fi-ee 
access  for  everyone. 

Mr.  English.  OMB  Circular  A-25  on  user  fees  provides  that  no 
charge  should  be  made  for  a  service  that  primarily  benefits  the 
general  public.  Based  on  the  findings  of  the  Judiciary  Conmrittee, 
which  you  have  just  stated  you  agree  with,  it  sounds  like  the  pro- 
viding of  public  availability  of  trademarks  files  qualifies  as  a  serv- 
ice for  wWch  no  charge  is  appi-oprir^e.  Do  you  disagree  with  that? 

Mr.  QuiGG.  I  think  that  for  the  small  amount  of  searching  that 
needs  to  be  done  by  the  general  public,  that  the  pronosea  number 
of  free  hours  would  take  care  of  that.  We  have  a  fairly  compact 
number  of  commercial  searchers  who  utilize  the  search  iiacilities  in 
the  Patent  and  Trademark  Oflfice,  charge  for  those  services,  cY  rge 
their  clients  for  them,  and  we  feel  that  when  those  searchers  use 
the  facilities  for  that  type  of  operation,  that  they  should  be  charged 
user  fees. 

Mr.  Engush.  So,  you  would  agree  that  the  public  availability  of 
trademark  files  qualifies  as  a  service  for  which  no  charge  would  be 
appropriate? 

Mr.  QuiGG.  Yes,  sir. 

Mr.  Engush.  The  exchange  agreements  PTO  used  to  awaire  an 
electronic  data  base  of  trademark  information  included  a  limita- 
tion on  public  access  to  the  data  base.  My  question  is  whether  an 
agency  can  agree  by  contract  to  limit  the  access  to  public  informa- 
tion in  any  form. 

Let  me  ask  you  a  hypothetical  question.  If  PTO  pei-sonnel  cre- 
ated an  electronic  data  base  of  public  information,  would  a  ma- 
chine-readable copy  of  that  data  base  be  available  under  the  Free- 
dom of  Information  Act? 

Mr.  HuTHER.  Congressman,  the  interpretation  that  we  have 
made  is  that  we  would  supply  under  the  Freedom  of  Information 
Act  or  urder  a  court  order  a  paper  facsimile  copy  of  the  electronic 
data  base,  but  would  not  under  the  Freedom  of  Information  Act 
feel  compelled  to  actually  provide  a  copy  of  the  tape  itself.  It  is  the 
information  which  the  public  would  be  entitled  to,  not  necessarily 
the  medium  of  disseminating  that  information  under  the  Freedom 
of  Information  Act. 
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Mr.  Engush.  It  would  seem  that  PTO  gave  away  public  rights 
under  the  FOIA  in  exchange  for  computer  services  that  could  have 
been  purchased.  Would  you  care  to  comment  on  the  characteriza- 
tion of  the  transaction? 

Mr.  QuiGG.  I  would  say  that  we  negotiated  the  agreements,  and 
the  concessions  that  were  made  were  made  because  that  was  the 
only  way  the  agreement  could  be  effected.  I  think  that  even  being 
able  to  directly  purchase  would  have  been  impossible,  even  had  we 
had  the  money  to  do  it,  simply  because  the  exchange  p&tdners  di*^ 
not  vyrant  others  competing  with  them. 

Mr.  HuTHKR.  As  an  additional  comment  on  that,  I  should  point 
out  that  one  of  the  issues  we  f  at  the  time  of  our  development 
of  the  Trademark  Exchange  /agreement  was  whether  or  not  the 
U.S.  Patent  and  Trademark  Office  should  be  a  competitor  with 
commercial  organizations  who  were  providing  on-line  commercial 
services  to  exactly  the  same  trt  'emark  data  base  of  information 
that  we  were  in  the  process  of  developing. 

So  we  had  the  question  of  whether  or  not  we  should  be  in  direct 
competition  with  them  and  determined  in  accordance  with  the  ne- 
gotiation of  the  exchange  agreements  that  the  restrictions  imposed 
by  vendors  in  exchange  for  the  very  valuable  data  base  that  would 
otherwise  have  cost  a  great  deal  of  money  on  the  part  of  users  or 
taxpayers  to  develop,  would  v^xtend  to  the  point  we  would  not  be 
competing  with  them. 

That  is  to  say  we  would  not  have  more  sophisticated  search  softr 
ware  than  they  were  using  to  provide  on-line  commercial  services. 

Mr.  Engush.  Is  there  anything  in  the  PTO's  authorization  that 
permits  PTO  to  limit  public  access  to  public  trademark  information 
in  any  way? 

Mr.  HuTHER.  Nothing  specifically,  no,  sir. 

Mr.  Engush.  There  is  nothing  in  the  law  that  allows  that? 

Mr.  HuTHER.  Nothing  specifically  that  prohibits  or  allows  it  spe- 
cifically. 

Mr.  Engush.  What  costs  are  included  in  the  charges  for  users? 

Mr.  HuTHEH.  The  $40  an  hour  fee  that  Mr.  Quigg  referred  re- 
flects the  marginal  cost  of  providing  public  acceas,  that  is  a  portion 
of  the  computer  time,  a  portion  of  the  staff  time  to  support  it,  all  of 
the  logistical  supplies  necessary  for  public  access,  including  the  ter- 
minals. 

Mr.  Engush.  Will  users  be  asked  to  contribute  toward  the  cost  of 
the  system  development? 

Mr.  HuTHER.  Not  in  terms  of  paymeiit  of  the  $40  an  hour  charge. 
Users  under  the  provisions  of  Public  Law  97-247  that  was  enacted 
in  1982,  established  the  principle  that  there  would  not  be  from  Oc- 
tober 1,  1982,  forward,  any  taxpayer  money  to  support  the  trade- 
mark operation.  So  in  terms  of  the  general  fees  that  we  have  been 
charging  for  the  last  3  years,  that  is  in  the  form  of  applicants' 
filing  fees  and  the  other  types  of  fees  that  we  are  charging  trade- 
mark practitioners,  those  fees  were  to  be  used  to  develop  the 
system. 

Mr.  Engush.  Are  useis  of  the  reading  room  charged  now? 
Mr.  HuTHER.  In  the  Trademark  Search  Library  or  Patent  Search 
Room  today,  no.  Not  for  direct  access  to  the  paper  files,  no. 
Mr.  Engush.  Are  you  contemplating  any  reading  room  charges? 
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Mr.  HuTHER.  We  are  continuing  to  contemplate  the  $40  an  hour 
marginal  fee  for  trademark  searching.  Another  option,  as  is  the 
case  with  the  paper  &3arch  file,  the  costs  of  that  flle  could  be  paid 
by  the  trademark  applicants.  We  could  continue  to  allow  similar 
arrangement  to  occur  under  the  electronic  system. 

Mr.  English.  Will  the  paper  files  remain  accessible  once  the 
automated  system  is  in  place? 

Mr.  QuiGG.  The  paper  files  are  going  to  remain  e'^ailable  until 
the  automated  system  has  been  completed,  has  been  fully  tested, 
and  a  hearing  hsB  been  held. 

At  that  time,  it  is  our  intention  to  do  away  with  the  paper  file. 

Mr.  English.  Given  all  the  problems  that  your  ofRce  has  encoun- 
tered in  its  automation  efforts,  if  you  were  starting  all  over  again 
would  you  do  it  the  same  way? 

Mi  Quigg.  One  does  tend  to  learn  by  experience. 

I  'r.  English.  Well,  I  certainly  can  appreciate  that.  I  want  to 
th£Uik  you  for  your  testimony.  The  problems  that  are  experienced 
by  pro  illustrate  some  of  the  difficulties  that  can  arise  when 
age  cy  records  ar**  inverted  to  electronic  format.  It  is  not  easy  to 
strike  a  balance  between  the  sometimes  conflicting  principles  of 
openness,  fairness  and  efficiency.  It  seems  to  me  that  this  automa- 
tion effort  got  into  so  much  trouble  because  the  Trademark  Office 
did  not  pay  enough  attention  to  the  needs  of  those  who  were  affect- 
ed by  its  activities. 

The  Office  was  concerned  with  its  own  needs,  and  narrow  special 
interests.  That  is  why  corrective  legislation  L,  of  course,  now  work- 
ing its  way  through  Congress.  I  think  that  everyone  can  learn  a  lot 
from  the  experiences  of  the  Trademark  Office  and  I  hope  that 
other  agencies  will  be  able  to  avoid  the  mistakes  that  were  made. 

Commissioner,  again  I  want  to  thank  you  for  your  testimony  and 
we  may  also  have  additional  written  questions  for  you  and  we 
would  appreciate  a  timely  response  to  those  questions. 

Mr.  Quigg.  Thank  you  very  much,  Mr.  Chairman.  I  would  like  to 
add  one  thing  that  kind  of  reflects  on  your  last  comments. 

I  would  agree  that  we  did  make  some  mistakes  in  the  way  we 
approached  the  automation  of  trademarks.  We  tried  our  best  to  de- 
termine within  our  own  ranks  what  trad^  fk  practitioners'  re- 
quirements are.  I  have  told  the  U.S.  Trademark  Association  that 
my  policy  will  be  not  to  tell  them  what  thry  are  going  to  get  but  to 
^ve  them  some  options,  and  it  will  be  their  election  as  long  as  they 
are  willing  to  pay  for  it,  we  will  do  our  level  best  to  provide  that. 

Mr.  Engush.  Thank  you.  Commissioner.  I  appreciate  that. 

Our  next  witness  is  Mr.  Thomas  Giammo,  Associate  Director,  In- 
formation Management  and  ''echnology  Division  of  the  General 
Accounting  Office. 

We  will  let  you  introduce  ^he  gentleman  accompanying  you. 

STATEMENT  OF  THOMAS  P.  GIAMMO,  ASSOCIATE  DIRECTOR,  W 
FORMATION  MANAGEMENT  AND  TECHNOLOGY  DIVISION,  GEN- 
ERAL  ACCOUNTING  OFFICE,  ACCOMPANIED  BY  KENNETH 
WINTER 

Mr.  Giammo.  Mr.  Ken  Winter  of  our  office  is  with  me,  sir. 
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Mr.  Engush.  Your  complete  written  testimony  will  be  made  a 
part  of  the  testimony,  and  you  may  proceed  as  you  wish. 

Mr.  GiAMMO.  We  are  pleased  to  be  here  today  to  discuss  the  oper- 
ations of  the  Trademark  Office  at  the  Patent  and  Trademark 
Office.  This  statement  is  baaed  on  our  April  18,  1985  report  given 
to  the  chairman  of  the  House  Committee  on  Government  Oper- 
ations, the  one  entitled  "Patent  and  Trademark  Office  Needs  To 
Better  Manage  Automation  of  Its  Trademark  Operations."  I  am  di- 
recting my  statement  to  the  concerns  of  this  hearing,  specifically, 
PTO's  use  of  nonmonetary  exchange  agreements  and  the  subse- 
quent rei  riction  of  public  usage  of  PTO's  new  automated  soarch 
system.  With  your  permission,  I  would  like  to  submit  this  report 
for  the  record. 

Mr.  Engush.  Without  objection,  so  ordered. 

[The  GAO  report,  "Patent  and  Trademark  Office  Needs  '^o 
Better  Manage  Automation  of  Its  Trademark  Operations/'  GAo/ 
IMTE085-8,  April  19,  1985,  is  available  from  the  General  Ac- 
counting Office. 

Mr.  GiAMMO.  In  reviewing  PTC's  trademark  automation  efforts, 
we  primarily  addressed  several  management  issues.  We  focused  on 
PTO's:  One,  analysis  of  user  requirements;  two,  1982  trademark  au- 
tomation cost/benefit  analysis;  and  three,  contracting  practices  and 
procedures  for  acquiring  the  automated  trademprk  systems. 

In  these  areas  we  found  that  PTO  had  encountered  management 
problems  in  automating  its  trademark  operations.  For  example, 
PTO  had  not:  One,  thoroughly  analyzed  or  developed  its  require- 
ments for  tnree  automated  trademark  systems;  two,  adequately  as- 
sessed the  costs  and  benefits  of  trademark  automation;  three,  fully 
tested  its  trademark  search  system  before  accepting  it  from  a  pri- 
vate contractor;  and  four,  properly  managed  its  exchange  agree- 
ments. 

Although  we  primarily  concentrated  on  PTO's  management  of  its 
automation  program,  our  review  did  result  in  findings  that  are  rel- 
evant to  the  issues  of  interest  to  this  commiilee,  particularly  public 
access  to  trademark  information  held  by  PTO. 

Specifically,  we  found  that:  Using  exchange  agreements  with  pri- 
vate-sector vendors,  as  authorized  by  Public  Law  97-247,  PTO 
"paid  ^or"  the  preparation  of  a  computerized  data  base  version  of 
its  trademark  information  by  committing  to  give  the  vendors  free 
copies  of  present  and  future  versions  oi  this  information  and  by  re- 
stricting the  public's  access  to  the  vendor-provided  data  base. 

PTO  later  loosened  these  restrictions  on  public  access  but,  in 
compensation  to  the  vendors,  agreed  to  collect  a  royalty  fee  from 
the  public  which  it  was  to  pass  on  to  the  vendors.  We  have  heard 
here  today  that  they  are  agreeable  to  relinquishing  the  royalty  fee. 

PTO  did  not  treat  the  exchange  agreements  as  subject  to  Federal 
procurement  laws  and  regulations,  and  thus  avoided  some  proce- 
dures that  might  have  resulted  in  a  more  beneficial  arrangement. 

In  response  to  a  congressional  mandate  that  it  develop  a  plan  for 
the  automation  of  its  operations,  PTO  submitted  an  Automation 
Master  Plan  to  Congress  in  1982.  As  part  of  this  plan,  PTO  was  to 
acquire  "automated'  versions  of  its  paper  trademark  search  fUes  to 
serve  as  the  data  bases  for  a  new  automated  search  system.  This 
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automated  search  system  was  to  have  greater  capability  to  perform 
trademark  searches. 

In  carrying  out  its  plan,  PTO  acquired  computerized  data  base 
versions  of  trademark  registration  information  through  three  non- 
monetary arrangements,  known  as  exchange  agreements,  with  pri- 
vate-sector vendors.  Under  the  exchange  agreements,  the  firms 
agreed  to  produce  trademark  data  based  vd  machine-readable  form 


These  data  bases,  which  were  to  be  installed  by  PTO  as  an  inte- 
gr^  part  of  its  own  automated  se€u-ch  system,  would  be  used  by 
PTO  and  the  public  in  researching  trademark  registrations.  In 
return,  ITX)  agreed  to  'umish  the  firms  mth  copies  of  PTO's  trade- 
mark registration  information  for  the  firms'  own  use  and  accepted 
restrictions  on  public  access  to  the  automated  data  base  form  of 
this  information. 

The  restrictions  involved  not  permitting  the  public  to  use  the  ad- 
vanced features  of  the  PTO  automated  search  system.  One  of  the 
restrictions  involved  limiting  public  access  to  the  automated 
system  to  a  level  of  capability  comparable  and  equivalent"  to  a 
manual  search  of  paper  files.  Thus,  the  public  was  not  to  have  been 
able  to  use  the  advanced  automated  techniques  available  to  PTO 
examiners,  such  as  automated  searching  by  phonetics. 

In  addition,  under  the  agreements,  PTO  agreed  to  fix  the  price  of 
its  "OfQciai  Gazette-Trademarks"  computer  tapes,  containing 
recent  trademark  transactions,  to  a  figure  seven  times  its  previous 
contractually  agreed  to  price;  this,  in  efTect,  inhibited  public  access 
to  this  form  of  trademark  information. 

In  1984,  after  a  trademark  industry  outcry  regarding  these 
planned  restrictions  as  you  have  heard  this  morning  as  Mr.  Quigg 
has  described,  PTO  decided  to  ease  one  of  the  restrictions  by  pro- 
viding the  public  with  full  access  to  its  automated  search  system. 
Nevertheless,  because  of  the  contractual  nature  of  the  exchange 
agreements'  public-u£2  restrictions,  PTO  was  required  to  renegoti- 
ate with  the  companies  to  obtain  their  approval  for  improved 
public  access  to  PTO's  automated  system. 

Subsequent  amendments  to  the  agreements  assigned  the  relax- 
ation of  this  restriction  an  estimated  present  value  of  $3.18  million 
to  the  vendors,  which  PTO  was  to  collect  from  the  public  in  the 
form  of  a  $30-per-hour  royalty  fee,  as  it  was  called  in  the  renegoti- 
ated royalty  fee  agreements. 

The  royalty  fee  was  then  to  be  paid  to  companies.  This  $30  royal- 
ty fee  was  to  be  added  to  a  $40  base  fee,  wl  ich  PTO  had  decided  to 
impose  on  the  public  for  the  ''comparable  and  equivalent"  use  of 
the  automated  system— for  a  total  fee  of  $70  per  hour.  As  we  know, 
that  has  not  been  put  into  effect  and,  as  we  heard  this  morning, 
the  PTO  has  reconsidered  the  royalty  matter. 

The  manner  in  which  PTO  has  administered  its  exchange  agree- 
ment authority  has  also  created  problems.  On  March  13,  1985,  we 
issued  a  legal  opinion  on  PTO's  exchanges.  We  concluded  that  the 
exchanges  ware  procurements  of  commercial  automatic  data  proc- 
essing, ADP,  support  services  subject  to  the  requirements  of  Public 
Law  89-306,  the  Brooks  Act,  and  the  general  requirements  under 
the  Federal  Procurement  Regulation. 
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PTO's  official  position,  as  stated  in  an  April  10,  1985,  letter  to  us, 
was  that  PTO  does  not  believe  that  exchanges  are  procurements 
under  the  Brooks  Act  or  FPR.  Also,  in  a  May  2,  1985,  letter  to  us, 
the  Department  of  Commerce  essentially  concurred  with  PTO's  po- 
sition. Consequently,  none  of  the  exchange  agreements  were  devel- 
oped with  the  procurement  regulations  in  mind.  Furthermore,  in 
reviewing  PTO's  actions,  we  concluded  that  PTO  did  not  obtain 
maximum  practical  competition  on  two  of  the  three  exchange 
agreements,  as  required  by  the  Federal  Procurement  Regulation. 

In  summary,  sir,  PTO  did  not  adequately  consider  all  future  im- 
pacts of  the  exchange  agreements  on  itself  and  the  public.  By  al- 
lowing restrictions  on  public  access  in  the  original  ag^^eements, 
PTO's  freed'^TTi  to  offer  information  on  trademarks  to  the  public 
was  limited.  An  example  of  this  is  that  it  became  necessary  for 
PTO  to  negotiate  a  royalty  fee  to  be  paid  by  the  ^>ablic  users,  and 
then  negotiate  out  of  that  royalty  fee  to  be  paid  for  full  use  of  the 
PTO's  automated  system. 

As  part  of  the  recommendations  contained  in  our  April  19  report, 
we  recommended  that  the  Secretary  of  CommCit^  direct  the  Acting 
Commissioner  of  Patents  and  Trademarks  to  make  all  reasonable 
efforts  to  expeditiously  and  economically  acquire  unrestricted  own- 
ership of  the  trademark  data  bases  obtained  through  the  exchange 
agreements.  We  also  recommended  that  PTO  establish  criteria  for 
determining  when  future  ADP  resource  exchange  agreements 
should  be  used  and  develop  procedures  to  ensure  that  these  ex- 
changes comply  with  applicable  Federal  procurement  regulations. 

Such  criteria  and  procedures  should  also  require  that  PTO  thor- 
oughly analyze  the  value  of  future  agreements  and  fiiUy  assess 
their  impact  on  PTO  and  the  public.  We  added  that,  if  PTO  does 
not  take  steps  to  implement  the  above  recommendation  r^arding 
exchange  agreements  the  Congress  should  consider  withdrawing 
PTO's  exchange  agreeinent  authority  for  ADP  resource  acquisi- 
tions. 

Mr.  Chairman,  this  concludes  the  summary  of  my  prepared  re- 
marks and  any  questions  are  welcome. 
[The  prepared  statement  of  Mr.  Giammo  follows:] 
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Prepared  Statement  of  Thomas  P  Gummo 
Mr.  Chairman  and  Members  of  the  Subcommittee: 


We  are  pleased  to  be  here  today  to  discuss  the  automation  of 
trademark  operations  at  the  Department  cf  Commerce's  Patent  an 
Trademark  Office  'PTO).    My  statement  is  based  on  the  findings, 
conclusions,  and  recommendations  provided  in  our  April  19,  1985, 
report  to  the  Chairman  of  the  House  Conanittee  on  Government 
Operations  entitled  Patent  and  Traderoark  Office  Needs  to  Better 
Manage  Automation  of  Its  Trademark  Operations  (GAO/IMTEC-85-8 ) .  I 
am  directing  my  statement  to  the  concerns  of  this  hearing, 
specifically,  PTO*s  use  of  non-monetary  exchange  agreenientT  and  the 
subsequent  restriction  of  public  usage  of  PTO's  new  automated 
search  system,    with  your  permission,  I  would  like  to  submit  this 
report  for  the  record. 

In  reviewing  PTO^s  trademark  automation  efforts,  we  primarily 
addressed  several  management  issues.    We  focused  on  PTO's  (1) 
analysis  of  usei   requirements,   (2)  1982  trademark  automation 
cost/benefit  analysis,  and  (3)  contracting  practices  and  procedures 
for  acquiring  the  automated  trademark  systems. 

In  these  areas  we  found  that  PTO  had  encountered  management 
problems  in  automating  its  trademark  operations.     For  example,  PTO 
had  not  (1)  thoroughly  analyzed  or  develooed  its  requirements  for 
three  automated  trademark  systems,   (2)  adequately  assessed  the 
costs  and  benefits  of  trademark  automation,   (3)  fully  tested  its 
trademark  search  system  before  accepting  it  from  a  private 
contractor,  and  (4)  oroperly  managed  its  exchange  agreements. 
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Although  we  primarily  concentrated  on  PTO's  management  of  its 
automation  program,  our  review  did  result  in  findinqs  that  are 
relevant  to  the  issues  of  interest  to  this  committee,  particularly 
public  access  to  trademark  information  held  by  PTO. 

Specifically,  we  found  thau 

--usinq  exchange  aqreements  with  private-sector  vendors  (as 
authorized  by  Public  Law  97-247),  PTO  "paid  for"  the 
preparation  of  a  computerized  data  baJ33  version  of  its 
trademark  information  by  committing  to  give  the  vendors  free 
copies  of  present  and  future  versions  of  this  information 
and  by  restricting  the  public's  access  to  the  data  base; 

--PTO  later  loosened  these  restrictions  on  public  access  but, 
in  compensation  to  the  vendors,  agreed  to  collect  a 
royalty  fee  from  the  puolic  which  it  was  to  pass  on  to  the 
vendors;  and 

--PTO  did  not  treat  the  exchange  aqre^"^«nts  as  subject  to  [ 
federal  procurement  laws  and  regulations,  and  thus  avoided 
some  procedures  that  might  have  resulted  in  a  more 
beneficial  arrangement. 

Let  me  discuss  these  findings  in  greater  detail.  Trademarks 
are  worrls  and  svmbols  that  identify  and  distinguish  products;  they 
are  used  to  indicate  the  origin  of  goods  and  services.  Trademarks 
are  registered  with  PTO  primarily  to  help  protect  the  owner's 
rights  to  the  trademark.     PTO  trademark  examiners  compare  the 
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applied -for  trademark  againcfalready -existing  trademarks  to 
determine  whether  they  are  the  sane  or  confusingly  simiJ*^r. 
Historically,  this  has  been  ecconplished  by  manually  searching 
through  PTO's  paper  files,  which  contain  information  on  previously 
registered  trademarks  and  on  new  applications  for  registration. 

Others,  in  addition  to  PTO  examiners,  need  access  to  PTO*s 
information  concerning  trademarks  'for  example,  those  interested  in 
applying  for  a  new  trademark  cr  those  interested  in  tracing  a 
particular  product).    Any  member  of  the  public  has  been  able  to 
search  the  paper  file?  free  of  charge.    Public  searchers  include 
both  interested  individuals  and  those  profebsional  searchers  acting 
on  behalf  of  clients  for  a  fee.    Since  1982,  PTO  has  issued 
approximately  35,000  permanent  and  temporary  9a8se8  to  the  public 
for  use  of  the  search  room. 

In  response  to  a  congressional  mandate  that  it  develop  a  plan 
for  the  automation  of  its  operations,  PTO  submitted  an  Automation 
Master  Plan  to  Congress  in  1982.    As  part  of  this  plan,  PTO  was  to 
acquire  "automated"  versions  of  its  paper  trademark  search  filed  to 
serve  as  the  data  bases  for  a  new  automated  search  system.  This 
automated  search  system  t9as  to  have  greater  capability  to  perform 
trademark  searches. 

In  carryim  out  its  plan,  PTO  acquired  computerized  data  base 
versions  of  trademark  registration  information  through  three 
non-monetary  arrangements,  known  as  exchange  agreements,  with 
private-sector  vendors.     Und*r  the  exchange  agreements,  the  firms 
agreed  to  produce  trademarl:  data  bases  in  machine-readable  form  for 
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PTO.     These  data  bases,  which  were  to  be  installed  by  PTO  as  an 
integral  part  of  its  own  automated  search  system,  would  be  used  by 
PTO  and  the  public  in  researching  trademark  registrations.  In 
return,  PTO  agreed  to  furnish  the  firms  with  copies  of  PTO*s 
trademark  registration  )nformation  for  the  firms*  own  use  and 
accepted  restrictions  on  public  access  to  the  automated  data  base 
form  of  this  information.    The  restrictions  involved  no',  permitting 
the  public  to  use  the  advanced  features  of  the  PTO  automated  search 
system.    One  of  the  restrictions  involved  limiting  public  access  to 
the  automated  system  to  a  level  of  capability  "comparable  and 
equivalent"  to  a  manual  search  of  paper  files.     Thus,  the  public 
was  not  to  have  been  able  to  use  the  advanced  automated  techniaues 
available  to  PTO  examiners,  such  as  automated  searching  by 
phonetics.     In  addition,  under  the  agreements,  PTO  agreed  to  fix 
the  price  of  its  "Official  Gaze tte -Trademarks"  computer  tapes, 
containinq  recent  trademark  transactions,   to  a  figure  seven  times 
its  previous  price;  this,   m  effect,   inhibited  public  access  to 
this  form  of  trademark  inf  )rmation . 

In  1984,   after  a  trademark  industry  outcry  regarding  these 
planned  restrictions,  PTO  decided  to  ease  ore  of  the  restrictions 
by  providing  the  public  *ith  full  *^ccess  to  its  automated  search 
system.     Nevertheless,   because  of  the  contractual  nature  of  the 
exchanqe  agreements*  public-use  restrictions,  PTO  was  required  to 
renego'-iate  with  the  companies  to  obtain  their  approval  for 
improved  public  access  to  PTO's  automated  svstem.  Subseauent 
amendments  to  the  agreements  assigned  the  relaxation  of  this 
restriction  an  estimated  present  value  of  $3.18  million,  which  PTO 
was  to  collect  from  the  public  m  the  form  of  a  $30-per-hour 
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•royalty  fee,"    The  royalty  fee  was  then  to  be  paid  to  companies. 
This  $30  royalty  fee  was  to  be  added  to  a  $40  base  fee,  which  PTO 
had  decided  to  impose  on  the  public  for  the  "comparable  and 
equivalent"  use  of  the  automa  ed  3ystem--for  a  total  fee  of  $70  per 
hour.    As  of  September  1985,  these  fees  had  not  been  formally 
instituted.     PTO  stated  at  the  same  time  that  it  intended  further 
renegotiation  of  the  exchange  agreements. 

The  manner  in  which  PTO  has  administered  its  exchange 
agreement  authority  has  also  created  problems.     On  March  13,  1985, 
we  issued  a  legal  opinion  on  PTO's  exchanges.    We  concluded  that 
the  exchanges  were  procurements  of  commercial  automatic  dcta 
processing  (ADP)  support  services  subject  to  the  requirements  of 
Public  Law  89-306,  the  Brooks  Act,  and  the  Federal  Procurement 
Regulatio-i,     ptO's  official  position,  as  stated  in  an  April  10, 
1985,  letter  to  us  was  that  PTO  does  not  believe  that  exchanges  are 
procurements  under  the  Brooks  Act,     Also,  in  a  May  2,  1985,  r 
to  us,  the  Department  of  Commerce  essentially  concurred  with  s 
position.    Consequently,  none  of  the  exchange  agreements  were 
developed  with  the  procurement  regulations  in  mind.  Furthermore!, 
in  reviewinq  PTO's  actions,  we  concluded  that  PTO  did  not  obtain 
maximum  Practical  competition  on  two  of  the  three  exchange 
agreements,   as  reauired  by  the  Federal  Procurement  Regulation. 

In  summary,  PTO  did  not  adequately  consider  all  future  impacts 
of  the  exchanae  aqreements  on  itself  and  the  public.     By  allowing 
restrictions  on  public  access  in  the  original  agreements,  PTO's 
fr-^edoir  to  offer  information  on  trademarks  to  the  public  was 
limited.     An  example  of  this  is  that  it  became  necessary  for  PTC 


ERIC 


319 


to  negotiate  a  royalty  fee  to  be  paid  by  the  public  users  for  full 
use  cf  PTO's  automated  system. 

As  part  of  the  recommendations  contained  in  our  April  19 
report,  we  recommended  that  the  Secretary  of  Commerce  direct  the 
Acting  Commissioner  of  patents  and  Trademarks  to  make  all 
reasonable  efforts  to  expeditiously  and  economically  acquire 
unrestricted  ownership  of  the  trademark  data  bases  obtained  through 
the  exchange  agreements.     We  also  recommended  that  PTO  establish 
criteria  for  determining  when  future  ADP  resource  exchange 
agreements  should  be  used  and  t^pvelop  procedures  to  ensure  that 
these  exchanges  comply  with  applicable  federal  procurement 
regulations.     Such  criteria  ana  procedures  should  also  require  that 
PTO  thoroughly  analyze  the  value  of  future  agreements  and  fully 
assess  their  impact  on  PTO  and  the  public.    We  added  that,   if  PTO 
does  not  take  steps  to  implement  the  above  recommendation  regarding 
excbange  agreements,  the  Congress  should  consider  withdrawing  PTO's 
exchange  agreement  authority  for  ADP  resource  acquisitions. 


Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  welcome 
any  questions  you  may  have. 
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Mr.  Engush.  Thank  you  very  much,  Mr.  Giammo. 

How  did  PTO  calculate  the  fees  it  planned  to  charge  the  public 
for  access  to  the  system? 

Mr.  Giammo.  It  went  through  a  calculation,  both  on  the  $30-- 
excuse  me  the  $40  comparable  and  equivalent  usage  fee  and  on  the 
additional  $30  surcharge  when  that  was  to  be  impeded. 

Yes,  it  did. 

Mr.  English.  Are  vou  able  to  compare  the  costs  that  PTO 
planned  to  pass  on  with  the  costs  other  agencies  charge? 

Mr.  Giammo.  We  have  not  studied  the  costs  of  other  agencies. 
Thev  do  appear  to  be  high  to  us,  but  that  is  not  based  upon  any 
kind  of  particular  study.  One  point  I  might  mention  in  that  regard 
is  that  it  has  been  alleged  that  the  $40  an  hear  fee  represents  the 
marginal  cost  for  providing  such  public  access.  We  would  disagree 
with  that.  We  believe  that  somewhere  from  $10  to  $20  of  that  lee 
represents  an  allocation  of  genered  overhead  that  would  be  in- 
curred .  nyway,  regardless  of  whether  there  was  public  access  to  it. 

Mr.  EiiGUSH.  Do  you  think  that  0MB  Circular  A-25  on  user  fees 
is  helpful  in  establishing  the  fees  for  automated  information  sys- 
tems? 

Mr.  Giammo.  GAO  has  seen  problems  in  the  past  with  the  use  of 
A-25  to  support  such  fees.  We  issued  a  report  in  1979  titled  "Better 
Information  Management  Policies  Are  Needed."  We  addressed 
many  of  the  issues  that  have  arisen  in  this  context,  especially  in 
the  PTO  case. 

In  that  report,  we  singled  out  the  ambiguities  inherent  in  0MB 
Circular  A-25  as  a  migor  source  of  the  confusion  that  exists 
throughout  the  government  in  the  area. 

A-25,  which  1  believe  was  issued  in  1959  if  I  am  not  mistaken, 
did  not  have  information  services  in  mind  when  it  was  written.  It 
seems  to  primarily  address  governmental  services  that  are  provid- 
ed to  confer  a  direct,  tcmgible  benefit  on  the  recipient.  Examples 
they  use  are  the  issuing  of  patents,  issuing  of  licenses,  furnishing  of 
crop  insurance  and  so  forth. 

In  this  sense,  I  think,  PTO  is  justified  in  charging  for  the  grant- 
ing of  a  trademark  re^tration,  which  is  such  a  service.  I  don't  be- 
lieve access  to  public  mformation  is  covered  by  A-25  as  something 
to  be  Intimately  charged  for.  It  doesn't  enable  the  beneficiary  to 
obtain  immediate  or  substantial  gains  as  opposed  to  the  general 
public,  which  Is  a  condition  required  by  the  arcular. 

I  admit  the  circular,  as  I  said,  is  ambiguous  and  that  other 
people  have  other  interpretations  of  that  wording. 

I  would  go  back  to  the  recommendation  we  made  in  our  1975 
report:  that  A-25  is  one  of  the  primary  causes  of  the  problem,  and 
it  ought  to  be  clarified. 

Mr.  English.  I  don't  have  an^  further  questions,  Mr.  Giammo.  I 
want  to  thank  you  for  your  testimony  and  for  your  responses  to  the 
questions.  If  we  have  any  additional  (questions,  we  will  submit 
tnose  to  you  and  we  would  appreciate  a  timely  response. 

Thank  you  for  coming  before  us. 

Next  we  will  have  a  panel  of  Mr.  Guy  M.  Blynn,  executive  vice 
president,  U.S.  Trademark  Association,  and  Herbert  C.  Wamsley, 
executive  director.  Intellectual  Property  Owners,  Inc. 

I  want  t^^welcome  both  of  you  gentlemen. 
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Mr.  Blynn,  we  will  let  you  start  olT. 

STATEMENT  OF  GUY  M.  BLYNN.  EXECUTIVE  VICE  PRESIDENT, 
UNITED  STATES  TRADEMARK  ASSOCIATION 

Mr.  Blynn.  Thank  you,  Mr.  Chairman. 

The  United  States  Trademark  Association  appreciates  this  oppor- 
tunity to  express  its  views  on  the  topic  of  electronic  collection  and 
dissemination  of  information  by  Federcd  agencies  in  general,  and  the 
automation  of  the  U.S.  PTC  in  particular. 

The  association  has  filed  a  written  statement  with  the  committee 
and  it  is  my  understanding  that  it  will  be  made  part  of  the  record. 

Mr.  English.  Without  objection,  it  will.  We  will  be  happy  to  re- 
ceive a  summary  of  your  testimony  if  you  would  provide  that. 

Mr.  Blynn.  Thank  you,  Mr.  Chairman. 

My  name  is  Guy  Blynn.  I  am  the  executive  vice  president  of  the 
United  States  Trademark  Association.  The  association,  with  a  world- 
wide membership  of  over  1,700  corporations,  law  firms,  professional 
associations  and  others  interested  in  promoting  an  understanding  of 
the  trademark  concept,  is  the  most  prominent  organization  of  its  type 
in  the  United  States.  Like  all  of  the  association's  officers,  board 
members,  and  committee  members,  I  serve  on  a  voluntary  basis. 

I  also  happen  to  be  a  practicing  attorney,  presently  senior  coun- 
sel to  a  major  American  corporation.  In  my  days  with  a  private  law 
firm,  I  represented  numerous  large  and  small  businesses  in  trade- 
mark and  related  matters. 

In  preparing  my  remarks  for  this  morning,  I  recalled  that  almost 
210  years  ago  our  Founding  Fathers  issued  a  declaration  that  our 
Government  was  to  be  one  of  the  people,  by  the  people,  and  for  the 
people.  In  the  course  of  the  difficult,  and  sometimes  painful,  proc- 
ess of  automating  its  trademark  operations,  it  appears  that  the 
Patent  and  Trademark  Office  sometimes  has  lost  sight  of  these  bed- 
rock principles  upon  which  our  form  of  government  is  founded. 

In  many  ways,  it  does  not  appear  that  the  Patent  and  Trade- 
mark Office  has  regarded  its  mission  as  being  to  render  a  service 
for  the  people.  Most  certainly,  the  process  of  automating  has  not 
been  one  that  has  been  performed  by  the  people  nor  has  it  been 
designed  with  the  people's  benefit  in  mind.  Rather,  the  process  has 
been  pursued  by  and  for  the  benefit  of  the  Patent  and  Trademark 
Office,  often  at  the  expense  of  the  public  purposes  the  PTO  is 
tasked  by  statute  with  meeting. 

Let  me  begin  my  brief  remarks  by  malung  a  point  of  differentia- 
tion between  the  trademark  operations  of  the  Patent  and  Trade- 
mark Office  and  some  of  the  other  agencies  whose  automated  sys- 
tems the  committee  may  consider.  Trademarks  are  registered  fed- 
erally by  the  PTO  with  the  primary  purpose  of  creating  a  public 
record  of  rights.  Once  that  record  is  created  through  the  registra- 
tion process,  the  law  presumes  that  everyone  is  aware  of  the  con- 
tents of  this  public  record.  The  law  says  that  everyone  has  knowl- 
edge, constructive  knowledge,  of  this  information.  The  quality  of 
the  job  the  PTO  does  in  translating  the  legal  presumption  of 
knowledge  into  a  factual  reality  is  a  measure  of  the  office's  per- 
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formance.  It  is  eisential  that  the  PTO  make  this  information  read- 
ily available  and  accessible  to  ever>one. 

As  a  reward  and  inducement  for  bringing  trademerk  infonnation 
to  the  Government,  the  PTO  grants  certain  substancive  rights  in 
trademarks  which  the  owners  already  own.  These  rights  are  nly 
available  through  the  Government.  Only  through  the  registration 
process  can  a  trademark  owner  acquire  a  certificate  c'  registration. 
In  addition  to  serving  as  proof  in  litigation,  tiiis  certLicate  serves 
as  constructive  notice  to  everyone  that  the  registrant  owns  rights 
in  the  trademark  covered  by  the  registration  and  that  it  owns 
these  rights  throughout  the  United  States.  In  addition,  only  feder* 
ally  registered  marks  can  become  incontest'^ble. 

The  primary  function  performed  by  the  PTO  ir  '/ademark  mat- 
ters, gathering  and  disseminating  information,  is  analogc  ^  to  the 
function  it  performs  in  patent  matters  and  to  the  Ainction  the 
Copyripht  Office  performs.  In  all  three  instances.  Congress  has  de- 
cided to  reward  those  who  through  disclosure,  contribute  to  the 
public  benefit.  But  it  is  the  public  dicclosure  of  information  which 
is  primary,  not  the  granting  of  rights.  In  all  three  cases,  the  public 
is  benefited  through  the  disclosure  of  Information  which  is  impor- 
tant for  the  functioning  of  our  economy,  because  such  disclosure 
fosters  competition,  promotes  product  quality,  protects  business  in- 
vestment, and  helps  prevent  consumer  confusion. 

Now,  what  has  the  experience  with  the  Patent  and  Trademark 
Office's  automation  attempts  sho\^  us?  First,  it  has  shown  us  that 
although  everyone  is  statutozdly  charged  with  knowle '  re  of  the 
facts  relating  to  registrations  in  the  Patent  and  Trademark  Office, 
the  PTO  seemingly  has  gone  out  of  its  way  to  limit  the  public's 
acceas  to  this  information. 

It  has  contractually  obligated  itself  to  have  its  information  avail- 
able only  in  Wasiiington,  DC,  and  only  available  for  inspection  at 
the  PTO— I  cannot  help  but  contrast  these  elements  of  the  PTO's 
system  to  what  I  learned  this  morning  about  the  structure  and 
access  available  under  the  Medlars  system. 

Further,  it  is  proposed  that  the  information  will  be  available 
only  if  one  is  willing  and  able  to  pay  a  rather  hefty  user  fee.  Final- 
ly, the  Office  originally  agreed  that  the  method  for  accessii;g  the 
information  which  was  to  be  »iade  available  to  the  public  woaM 
not  be  as  sophisticated  as  that  available  to  its  own  internal  operat- 
ing personnel. 

Although  with  each  passing  day  it  becomes  more  realistic  to 
think  in  terms  of  remote  access  for  personal  and  other  size  comput- 
ers located  throughout  the  United  States,  the  PTO  has  said  "No" 
to  remote  access.  The  association  believes  only  through  expansive 
remote  access  capability  can  l^^e  bo  breathed  into  the  concept  of 
constructive  notice,  and  can  that  concent  begin  to  approach  reality. 
Anything  less  stifles  and  is  contrary  to  the  concept  of  constructive 
notice. 

Fuither,  there  should  be  no  charge  for  access  to  the  PTO's  trade- 
mark information.  Historically,  the  trademark  records  of  the 
Patent  and  Trademark  Office  have  been  available  free  of  charge  to 
all  members  of  the  public.  On  this  matter,  let  me  clear  up  one  mis- 
conception on  the  part  of  the  PTO. 
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From  my  own  experience,  I  can  testify  that  it  is  not  only  the  so- 
called  professional  searchers,  who  have  a  business  of  searching  the 
Office's  records,  who  use  the  PTO's  records;  rather,  in  addition  to 
such  professional  searchers  there  are  numerous  businessmen, 
mostly  small  busin^men,  who  come  to  the  PTO  and  use  its 
records  in  an  attempt  to  find  a  trademark  which  they  can  use  in 
Iheir  small  businesses  on  new  and  innovative  products  which  they 
wish  to  bring  to  the  marketplace. 

If  we  are  going  to  have  a  statutory  system  which  assumes  with 
conclusive  finality  that  every  member  of  our  society  knows  the 
records  of  the  PTO,  those  records  must  be  made  available  to  every 
person  and  the  availability  of  those  records  should  not  be  limited 
at  all  by  a  person's  ability  to  pay  or  his  ablity  to  travel  to  Washing- 
ton, DC. 

Now  I  would  like  to  say  a  few  words  regarding  the  process  by 
which  the  Patent  and  Trademark  Office  has  attempted  to  auto- 
mate. 

It  is  extren  3ly  clear  that  the  PTO  eryoys  a  large  universe  of  per- 
sons and  organizations  who  are  skilled  in  dealing  with  its  records 
and  with  the  uses  that  are  and  can  be  made  of  trademark  informa- 
tion. In  short,  the  PTO  is  fortunate  to  have  a  large  cadre  of  individ- 
uals who  were  and  still  are  ready,  willing;  and  able  to  help  it  in  its 
planning  for  automation. 

Yet,  regrettably,  it  is  the  association's  experience  that,  in  most 
instances,  the  Patent  and  Trademark  Office  has  not  asked  the 
public  to  aid  with  any  proactive  participation  in  automation  plan- 
ning. Rat  T.  the  routine  has  been  to  ask  interested  individuals 
and  organizations  such  as  the  United  States  Trademark  Association 
to  react  to  PTO  proposals. 

"^e  time  they  have  been  given  to  react  to  complicated  and 
lengthy  proposals  often  has  been  a  week  or  two  at  the  most  and 
you,  like  we,  are  well  aware  that  once  a  Government  organization 
sets  its  course,  it  is  not  likely  to  even  consider  altering  it  unless  as 
Has  been  the  case  with  the  PTO,  there  is  a  groundswell  of  near 
unanimous  disapproval. 

Mr.  Chpirman,  I  would  like  to  conclude  my  remarks  by  summa- 
rizing that  it  is  the  view  of  the  association  that  the  Patent  and 
Trademarl:  Office  too  often  has  lost  sight  of  the  important  public 
role  which  its  records  play  in  the  life  of  commerce  in  the  United 
States.  Its  automation  efforts  appear  to  have  been  calculated  solely 
to  service  the  way  in  wliich  the  Patent  and  Trademark  Office  oper- 
ates internally,  and  not  the  reason  why  it  operates.  Further,  the 
PTO  automation  efforts  have  not  been  participatory,  even  though 
there  is  a  large  population  of  persons  skilled  in  trademark  matters 
who  would  be  willing  to  participate  on  a  pro  bono  basis.  la  short, 
Chairman,  the  automation  efforts  of  the  PTO  have  been  lark- 
ii  ^,  aiiJ  seriously  so,  because  they  have  not  been  of  the  people,  by 
t  »  people,  and  for  the  people. 

our  written  statement,  we  comment  at  greater  length  on  these 
and  other  issues  which  have  arisen  in  PTO  automation  of  its 
reco.Js.  The  association  and  members  stand  ready  to  work  with 
the  PTO  to  assure  public  benefit  is  achieved. 

We  thank  you  for  this  opportunity  to  share  the  association's 
views  and  I  would  be  p)  .sed  to  answer  any  questions  which  you  or 
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any  other  members  of  the  committee  may  have  at  this  time  or 
later. 

[Tlie  prepared  statement  of  Mr.  Bljmn  follows:] 
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THE  UNITED  STATES  TRADEltlARK  ASSOCIATION 

6  EAST  45TH  STREET  •  NEW  YORK,  N.Y.  10017 
TELEPHONE:  212-986-5880 

EXECUTIVE  OFRCES 


ELECTRONIC  COLLECTION  &  DISSEMINATION  OF  INFORMATION 
BY  FEDERAL  AGENCIES 


Automation  of  the  Trad(-mark  Operations 
cf  the  V  S    Patent  &  TrademarJc  Ottlce 


Statement  before  the 
Subco'^ittee  on  Coverninent  Information,  Justice  and  Agriculture 
riouse  Government  Operations  Conanittee 


October  1,  1985 


•^r.  Chairman,  The  Ir.iiLd  States  Traderaaric  Association  appreciates  and  thanks 
you  tor  che  opportunity  to  .undent  un  the  subject  of  "F.ectronic  Collection  and 
DiS9^'ninat  iun  ot   I^fornatian  by  Federal  Agencies." 

ISTA  was  founded  in  1878,     It  is  a  nonprofit  organi  ation  with  a  worldwide 
membership  of  over  1700  corporations,  law  firms,  professional  associations  and 
individuals  interested  in  the  protection  and  dev  lopment  of  irademarks.  In 
achie/ng  its  pi^rpose  ci  t  .btering  an  understanding  of  the  value  and  propei  use 
of  trademarks,  I'STA  publishes  a  variety  of  books  jnd  ether  publications,    inc  udi.ng 
The  Tradetnark  Reporter",  a  b  ..monthly  law  journal  that  is  frequently  cit"d  as  the 
authoritative  publicalion  in  ihe  fields  of  trademark  and  unfair  competition  lav 
USTA  also  maintains  ar  exten*^  i^'e  library  for  use  bv  its  members  and  the  pu>l*c, 
optrates  a  multi-faceted  refcr^^nce  service,  conducts  frequent  educational  ^rogramfl 
and  iT^eetirgs,  and  rannit'^r^,   ind  reports  on  legal    legislative  and  re^ui3t':r\ 
deveioptnenl  s  in  v;"t- r  ijO    m"- i  "^,'1  i  r  t  inns  /iround  t.  e  vorld.     Because  of  it"  Standing* 
LSTA  was  re^  >j,rize(i        ri  >  l  *  .   idl  obt,erver  to  tue  Uorld  In'-ellectual  Property 
Otganizatlcn  in  the  t,i  d- I ^ ' 
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My  lUiM  It  Guy  M.  Blynn.    I  serve  at  Executive  Vice  President  of  USTA«  Like 
all  of  the  Aseoclatlon's  officers*  board  menbere  and  conalttee  meaberi,  I  serve 
on  a  voluntary  basis.    My  professional  background  Includes  15  years  of  practice 
In  the  areas  of  trademark  and  unfair  competition  law»  both  with  a  private  law  firm 
and  wlch  a  publlcly-held  corporation. 

The  topic  of  this  hearing »  "Electronic  Collection  aud  Dissemination  of 
Infonutlon  by  Federal  Agencies,"  l9  of  timely  ioportanca  to  USIA  and  Its  members 
because  the  U.S.  Patent  and  Trademark  Office  la  In  the  midst  of  a  multi-faceted 
program  to  automate  the  federal  government's  trademark  registration  actlvltlea. 

The  pro's  trademark  automation  program  haa  raised  many  questions  and  has  provoked 
a  great  deal  of  controversy.  At  the  request  of  Chairman  Brooks,  It  has  been  reviewed 
by  the  General  Accounting  Office  (see  Report  by  the  Comptroller  General,  '^Patent 
and  Trademark  Offices  Needs  To  Letter  Manage  Automation  Of  Its  Trademark  Opercti.ors," 
April  l9,  1985)  and  It  has  been  the  subject  of  several  Internal  Departioent 
of  Commerce  studies  (see  particularly »  "Review  of  Patent  and  Trademark  Automation," 
July  12»  1985).    Public  concern  and  the  problems  these  studies  have  revealed  led 
the  House  Judiciary  Conmlttee  to  Incorporate  severe  restrictions  on  further  auto- 
mation spending  by  the  PTO  in  the  PTO's  FY  1986-88  reauthorization  legislation 
(H.R.  ?434,  House  Report  99-104).     This  legislation,  which  passed  the  House  of 
Represpntatlves  without  objection  on  June  2U,   1985,  Is  now  pending  before  the 
Senate  Judiciary  Cotmlttee. 

Public  attention  to  the  PTO's  trademark  automation  program  has  bet.T  directed 
at  several  issues.    Among  them  are  funding  and  procurement  practices,  proposed 
restrictions  on  the  public's  use  of  the  PTO's  automated  systemst  and  the  PTO's 
Intention  to  charge  fees  for  public  access  to  Its  public  records  once  automation 
is  complpte.     In  many  respzcts,  these  specific  ^oncerns  are  reflective  of  a 
larger  Issue,  however;    namely,  how  the  PTO  and  the  Commerci  Department  perceive 
the  pTO's  atatutory  mission  of  compiling  and  disseminating  information  about  tne 
trademark  rights  the  federal  government  records,  updates  and  maintains. 
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The  Purpose  of  the  Trademark  Registration  Sytea 


As  Mrs.  Justice  O'Connor  observea  on  January  8,  1985,  In  the  oajorlty  opinion 
in  the  Park  *N  Fly  case,  "...trademark-*  dealrably  promote  conpedtlon  ari  the 
maintenance  of  product  quality..."    It  waa  In  recognition  of  theae  important 
functions  that  Congresa,  In  1946,  enacted  tha  Lanham  Act.    That  Act  remalna  today 
th^  trademark  law  of  the  United  Statea. 

The  controlling  purpose  of  the  PTO'a  trademark  actlvltlea  undar  the  Lanham  Act 
is  CO  support  the  CongressiooAl  goal  of  providing  "the  greatcat  poaalble  protection 
for  trademarks."    To  do  this,  the  PTO  compiles,  for  public  use  and  benefit,  a  record 
of  rights  in  trademarks  which  qualify  for  federal  reglatration.    The  PTO  developa 
this  record    through  the  examination  of  .pplicationa  fo"  reg latration,  and  malntalna 
the  accuracy  and  integrity  of  this  record  by  recording  required  affidavit*  of  use, 
renewing  registrations,  entering  information  about  changes  in  the  ovnerahlp  of 
registrations,  and  recording  other  documents  relatir-j  to  registration. 

Everyone  benefits  from  the  public  availability  of  the  PTO'a  trademark  recorda. 
A  system  friendly  toward  trademarks  rewards  those  who  invest  in  product  conaiatency 
and  quality  in  order  to  develop  good  will  behind  a  trademark.    Consumers  benefit 
because  the  possibility  of  their  confronting  confusing  or  deceptive  trademaiks 
in  the  marketplace  is  greatly  diminished.    Trademark  owners,  whose  marks  appear  on 
the  pro's  record    benefit  because  registration  carries  with  it  constructive  notice 
of  their  rights,  thereby  precluding  others  from  claiming  they  were  unaware  of  a 
prior  mark  when  they  later  adopted  one  that  conflicts.    A  presumption  of  valid  and 
protectible  ownership  rights  flows  from  the  ownership  of  a  registration.  And, 
those  members  of  che  public  considering  the  adoption  of  a  mark  to  identify  a  new 
product  or  service  have  a  central  source  for  reviewing  marks  that  have  been  adopted, 
and  are  therefore  already  owned,  by  others. 

The  benefits  of  the  PTO '  3  cullect-on  ant*  dis'^^i^ir.at  ion  of  trademark,  information 
do  not  stop  there,  hrvever,  carry  fni  romoting  an  atmosphere  in  which 
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businesses  csn  make  sound  and  productive  Investment  decisions  to  reducing  the  burdens 
placed  on  the  judicial  system  and  to  creating  a  smoothly  operating  marketplace  where 
fair  and  meaningful  competition  can  flourish.    The  system  also  offers  Incentives  for 
the  production  of  quality  products  and  services.    A»  a  means  for  the  public  to  Identify 
the  source,  origin  or  sponsorship  of  any  goods  bearing  a  trsdcmark,  it  aids  In  the  place- 
ment of  responsibility  for  products  that  cause  Injury.    The  existence  of  a  trademark 
registration  system  also  facilitates  the  export  of  U.S.  goods  and  services. 


For  many  years  automation  has  been  recognized  as  a  way  that  the  federal 
government  could  improve  the  federal  trademark  registration  system.     It  could  speed 
the  registration  process,  provide  enhanced  cap  blllties  for  searching  the  PTO's  records, 
increase  the  accuracy  of  these  records,  make  Its  records  available  outside  the 
Washington,  D.C.  area,  and  reduce  the  costs  of  administering  ths  federal  trademark 
statute.    Regrettably^  tue  manner  In  which  the  PTO  has  undertaken  thi,  project  has 
raised  serious  questions  In  the  minds  of  trademark  owners  and  the  public  in  general 
"^bout  whether  automation  In  fact  will  provide  these  benefits. 

While  many  of  the  PTO's  experience i  In  pursuing  trademark  automation  may  be 
unique,  some  may  'nonetheless  be  relevant  to  other  federal  agencies  considering  automation. 


Automated  Sy_atem  Spec  if  icatlona  Must  Reflect  the  Agency's  Mission.    Many  of 
the  problems  the  PTO  has  encountered  In  Its  trademark  automation  program  can  be 
attributed  to  the  fact  that,  w...ie  the  program  put  forward  appears  to  pay  great 
attention  to  the  nechani^s  'jf  how  the  registration  process  works  In  terms  of  Internal 
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PTO  operations.  It  fails  to  reflect  on  appreciation  of  why  th*  procesa  exists.  In 
other  wordSp  the  neans  to  the  end  (i.e.,  the  examination  process)  supplanted  the  end 
itself  (i.e.»  public  access  to  a  record  of  tradeaark  lights). 

Exaaiples  of  where  the  more  limited  needs  of  tradeiBark  Examining  Attorneys  have 
been  placed  above  the  needs  of  the  public  for  an  accessible  record  of  trademark  rights 
are  plentiful:    1)  the  PTO  agreed  to  restric:  the  ways  in  which  th«  public  could 
search  recorc^s  created  for  the  public  benefit,  2)  the  PTO  agreed  to  prohibit 
meaningful  public  access  to  its  records  outside  the  Washington,  D.C.  ares,  3)  the 
PTO  relegated  monopolistic  control  over  its  official  records  to  comercial  entities* 
0^_A  4)  the  PTO  agreed  to  charge  the  public  fees  for  access  to  its  records. 

Without  exception,  these  elements  of  the  PTO's  automated  system  are  contrary 
to  the  PTO's  purpose  for  registering  trademarks. 

It  is  significant  mat  active  —  as  contrasted  with  reactive  —  public  participa- 
tion in  the  development  of  the  PTO's  trademark  automated  system  was  virtually  non- 
existent.   Equally  important  is  the  fact  that  substantive  public  involvement  would  have 
produced  a  system  that  ziet  the  PTO's  internal  needs  and  at  the  same  time  it  met  the 
needs  of  the  Dublic,     Inprov-^ents  in  the  quality,  effectiveness  and  efficiency  of  the 
federal  government's  delLver>  oX  an  important  public  service  would  have  been  assured. 

Comprehensive  Cost  -  Benefit  Analyses  Must  Be  Completed.     The  absence  of 
a  coiaprehensive  cost-benefit  analysis  of  the  PTO's  automated  trademark  system  has 
also  troubled  I'STA  and  its  meirbers.     The  uncertainty  resulting  from  a  lack  of  hard, 
believable  cost/benefit  data  has  made  rnany  question  whether  the  PTO's  system  -  especially 
in  light  of  its  unant ic  1  pdt»  d  ''osts  jnd  the  restrictions  ird  iimitdtions  the  PTO  has 
placed  on  k  -  -ill  De  >.  <  st  »-;iiCicnt.     Some  have  even  C'-^.e.  to  suggest  that  the 
resources  dedicated  i<'>   ^i^-^-i*.  n  w.ulcJ  have  been  rK're  ^:  ducti       •  -jstd  had  thev  been 
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directed  coward  Improving  the  PTO's  manual  ptper  tytcea.    This  not4.on  Id  particularly 
noteworthy  because,  aa  the  PTO's  tradeaark  activities  lend  themaelvet  to  readily  Co 
automation,  this  option  never  surfaced  jefore  aucotoatloa  began. 

To  dace,  the  only  direct  cosc^-savlng  che  PTO  has  Idenclfled  as  a  consequence 
of  automadon  flows  from  Its  ability  to  cancel  ics  contract  Co  print  the  Official 
Gazette.  This  was  accomplished  by  bringing  ohococovposlclon  capablllcles  in  house. 
Yet,  even  chls  cost-saving  may  be  llluslonary  If  it  wera  ro  b«  offset  against  the 
total  costs  of  Installing,  maintaining  and  open'tlnf  the  new  aystem.  Moreover, 
photocomposition  la  only  one  element  of  the  PTO's  overall  automated  system  and  it 
could  have  been  undertaken  independently  of  other  trademark  automation  Initiatives. 

The  PTO'a  automated  se;>  ch  system  Is  the  heart  of  its  aucotuclon  protraa.  It 
is  also  the  loosc  expensive.     However,  ics  use  co  dace  by  Trademark  Examining  Atcomeys 
has  not  produced  higher  quality  searches.    This  fact  was  revesled  In  a  rec«nt  article 
In  Chemical  Week  magazine,  In  which  several  members  of  che  public  were  quoted  as 
saying  that  the  automated  system  producec  Inferior  searches.    Whether  public  searches 
will  have  equally  deficient  results  will  not  be  known  until  public  use  Is  permitted. 
Thl3  Is  not  expected  to  happen  for  at  least  a  year. 

Along  with  the  quality  of  che  searches  produced  by  reviewing  the  PTO's  records, 
timeliness  Is  another  factor  by  which  the  system  can  be  graded.    While  timeliness 
is  generally  defined  as  c\ i  speed  with  which  the  PTO  registers  trademarks.   It  also 
reflects  other  conslderstions.    Ajsong  them  are  the  time  It  takes  for  a  mark  submitted 
for  registration  Co  appear  In  the  PTO's  searchable  data  base.    Under  the  paper  systen, 
the  PTO  has  i*  "24-hour  oox"  where  these  marks  were  held  until  they  could  ba  filed. 
Uhl'<?  admittedly  the  24-hour  oox  frequently  held  upwards  of  two  weeks  worth  of  marks 
sajfflltted  for  registration,  there  was  nothing  that  systenutlcally  precluded  the 
inmedlate  Incorporation  of      er/  mark  Into  the  search  file.     Ironically,  under  tha 
autotnated  system  as  current!/  structured,  these  marks  cannot  be  Incorporated  Into  the 
search  data  base  for.weeks  ('-he  current  delay  Is  approximately  U9  days). 
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Timelinesi  of  the  registration  procesi  itself  is  not  expected  to  improve  under 
automation  either.    Three  yesrs  ago,  the  PTO  estsblished  s  gosl  for  this  of  "3/13"  - 
three  months  to  the  PTO  rendering  Its  first  opinion  on  the  regi «trsbility  of  s  mark* 
13  months  until  the  legistration  actually  issued.    Interestingly*  the  PTO  met  these 
gosls  this  year  without  the  benefits  of  automation  snd  hss  not  indicstad  thst  this 
pendency  gosl  will  be  reduced  once  automation  is  complete. 

USTA  recognizes  that  completing  comprehensive  coat-benefit  studies  for  esch 

of  the  PTO's  automated  subsystems  would  have  delayed  automation  to  some  degree.  It 

nonetheless  submits  that  doing  so  vrould  hsve  produced  s  sounder  system.  It  encoursges 
Con3res5  to  consider  this  point  as  other  agencies  pursue  automation. 

The  Method  of  Financing  Automation  Must  be  Considered.    The  shortcomings  of  the 
PTO's  current  automated  tradenark  system  in  terms  of  its  ability  to  meet  the  needs 
and  expectations  of  trademark  owners  are  more  glaring  because  the  PTO  hss  financed 
Its  automation  program  to  date  through  current-yesr  fees  paid  by  those  using  the 
registration  process. 

■^his  policy  is  unfair  In  Its  expectation  that  current  users  alone  should  pay  the 
capital  costs  of  a  -lysteo  for  automating  100  years  of  historical  government  records 
•     and  for  acquiring  a  system  Intended  to  meet  the  PTO's  needs  for  the  next  several 
decades.     It  is  also  contrary  to  Congressional  statements  that  these  costs  should 
appropriately  be  financed  by  General  Fund  revenues. 

LSTa's  opposition  to  the  PTO's  reliance  on  fees  to  finance  automation  might 
not  exist  If  automation  was  undertaken  as  a  means  of  providing  new  or  enhanced 
services  that  exclusively  benefit  those  who  use  the  registration  systtui.     But  this 
Is  not  the  case.     Traoer;ark  automation  has  been  pursued  simply  as  the  means  of 
modernizing  a  lOO->ear  ;ld  paper  system  and  of  assuring  that  the  federal  trsdemark 
registration  sVbtem  will  e  nMnue  to  ser/e  the  purposes  for  which  It  was  created. 
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As  such,  important  and  fundamental  features  of  the  federal  trademark  registration 
should  not  change  under  automation.    Most  notably,  free,  unrestricted  access  to  and 
searches  of  the  PTO's  public  records  should  and  must  continue. 

In  considering  how  automation  of  any  government  agency  should  be  financed,  the 
reason  why  automation  is  undertaken  should  therefore  be  a  primary  consideration. 
Moreover,  If  the  government  Is  unwilling  to  cotanlt  the  resources  to  implement  a  nec»  "^ary 
automation  program  like  chat  being  pursued  at  the  PTO,  It  should  n».t  presume  that 
those  who  pay  fees  would  be  willing  to  pay  either. 


Caution  Must  be  Exercised  in  Concluding  Exchange  Agreeaenti  for  Coaponenta  of 
Automated  Systems      The  exchange  agreements  the  PTO  concluded  to  translate  Its  paper 
lile  into  an  electronic  file  have  been  criticized  on  many  levele.     Under  theee  agree- 
ments the  PTO  agreed  to  provide  copies  of  its  paper  records  to  private  companiea  in 
order  to  receive,  in  return,  a  copy  of  these  same  records  in  machine-readable  £om. 
This  IS  a  task  that  could  have  been  done  by  any  number  jf  firms  that  specialise  In 
preparing  electronic  data  bases.     However,  the  PTO  was  unwilling  to  expend  fundi  for 
this  purpose,  instead,  it  undertook  to  pay  with  something  far  more  valuable. 

Aside  fro-n  ^uubUuns  of  whether  these  agreements  are  Itgal  because  they  were 
concluded  without  regard  for  government  procurement  laws  and  regulations,  USTA 
believes  these  agreements  were  entered  into  without  regard  for  their  public  policy 
implications,  without  reasonable  valuation  of  what  each  <;lde  wag  receiving  and 
-•an  ur     L-jir-^  'cr  uhtL'.^r  <thLr     Uble  lUernati  es  t^x.^tcd 


Coverned  bv  its  dotermi  ,tion  not  to  expend  funds  tor  the  conversion  of  its  paper 
records  mto  a  rrachlne-readable  data  base,  commercial  trademark  search  firms  with  an 
existing  economic  interest  in  obtaining,  on  an  ongoing  b^sls,  copies  of  the  record!  the 
PTO  haa  compil€d  and  ^nuld  .nnpile  in  the  future,  became  the  exclusive  exchange  partners 
available  to  the  PTO      Th^.  .el  f-irrpcsed  restriction  placed  the  PTO  in  a  poor  negotiating 
position      Not  un*>xp*>ctHj.   ,      ,    public  wds  the  loser. 
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The  provisions  to  which  the  PTO  was  forced  to  agree  as  a  consequence  include: 

1)  prohibiting  public  searches  of  the  PTO's  federal 
records  outside  the  PTO's  Crystal  City  offices, 

2)  restricting  the  type  of  access  the  public  has  to 
the  PTO's  public  records; 

3)  liBposing  fees  for  all  types  of  public  sesrches  of 
the  PTO's  public  records; 

A)  precluding  the  PTO  from  selling  its  data  base  to 
those  who  might  compete  with  the  PTO's  exchange 
partners;  and, 

5)  providing  the  PTO's  exchange  partners  with 
government  space  free  ot  charge  so  they  might 
sell  their  commercial  searches  to  the  public. 

It  is  important  to  recall  that  these  vendors  are  not  providing  the  PTO  with 
copies  cf  their  data  bases  or  with  proprietary  infornation.     They  are  simply  trans- 
lating paper  records  into  electronic  form.     In  this  process,  these  firms  provided 
the  PTO  d  service  which  could  be  and  was  valued.     In  return,  they  received  records 
they  desired  and  could  use  to  their  own  coam^  :lal  advantage.     Inexplicably,  the 
PTO  did  not  and  has  not  yet  independently  pi  ic«.i  a  value  on  the  records  it  has  and 
is  continuing  to  provide  to  these  vendors. 

It  is  unfortunate  that  the  public  poli^^   issues  posed  by  the  PTO's  exchange 
agreements  were  not  fully  addressed  before  the  agreements  were  negotiated.     It  is  also 
regrettable  that  the  PTO  believes  that  it  is  now  bound  by  these  agreements  and  that, 
if  it  is  forced  to  terminate  them  it  mast  either  compensate  xts  ,urrent  vendors  at 
a  cost  equivalent  to  the  coats  it  would  have  Incurred  had  it  purchased  conversion 
services  outright  or  begin  again  trom  scratch. 

Other  Considerations      Mr.  Chairinan,  the  complcxitv  and  variety  of  Issues 
raised  by  the  PTO's  fadetrark  automation  program  makes  it  impossible  for  USTA  to 
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enumerate  in  a  written  statement  at  this  time  every  one  that  may  be  relevant  to 
the  broader  issues  being  addressed  by  your  Subcomiittee  during  this  series  of 
hearings.    USTA,  therefore,  makes  itself  available  now  ari  in  the  future  to  answer 
any  questions  you  and  othei  members  of  the  Connittee  nay  have. 


335 


Mr.  Engush.  Thank  you  very  much. 
Mr.  Wamsley. 

STATEMENT  OF  HERBERT  C.  WAMSLEY,  EXECUTIVE  DIRECTOR, 
INTELLECTUAL  PROPERTY  OWNERS,  INC. 
Mr.  Wamsley.  Thank  you,  Mr.  Chairman. 

I  am  Herbert  Wamsley,  executive  director  of  Intellectual  Proper- 
ty Owners,  Inc.  With  your  permission,  I  would  try  to  summarize 
my  prepared  statement  rather  briefly,  particularly  since  my  asso- 
ciation is  in  agreement  with  the  points  that  Mr.  Blynn  has  just 
made. 

Mr.  English.  Without  objection,  your  full  written  testimony  will 
be  made  part  of  the  record. 

Mr.  Wamsley.  We  appreciate  this  opportunity  to  present  our 
views  on  the  program  for  automating  the  trademark  search  files  of 
the  PTO.  Our  statement  today  is  devoted  primarily  to  trademark 
automation.  I  would  also  like  to  make  a  few  brief  references  to  the 
patent  automation  project  at  the  PTO,  because  we  believe  the 
policy  questions  that  the  PTO  will  be  confronting  in  the  future  on 
pateat  automation  are  very  similar  to  those  raised  by  trademark 
automation. 

As  Mr.  Blynn  has  explained,  an  effective  trademark  svstem  is 
important  to  the  national  economy.  The  trademark  system  encour- 
ages business  investment  and  it  protects  consumers.  In  order  for 
the  trademark  system  to  do  its  job  effectively,  it  is  important  for 
the  Federal  Register  of  marks  to  be  reasonably  complete  and  read- 
ily accessible. 

We  think  the  patent  system,  too,  is  very  important  in  stimulate 
ing  investment  and  innovation.  Dissemination  of  patent  informa- 
tion to  the  public  is  an  important  aspect  of  that. 

IPO  supports  automation  of  the  trademark  files.  Our  members 
share  many  of  the  concerns  raised  in  the  April  1985  report  by  the 
General  Accounting  Office  We  are  pleased  to  hear  Mr.  Quigg  say 
this  morning  that  there  will  be  earlier  consultation  with  the  pri- 
vate sector  in  the  future. 

IPO  believes  the  capital  outlays  for  automating  the  trademark 
and  patent  search  files  should  be  supported  entirely  by  public 
funds.  We  believe  taxpayer  money  is  warranted  because  automata 
ing  the  search  files  will  confer  long-term  benefits  on  the  general 
public. 

In  the  case  of  the  trademark  file,  automation  will  improve  reli- 
ability of  trademark  protection  and  ease  of  access  to  the  files, 
thereby  strengthening  incentives  for  investment  by  U.S.  businesses 
and  protecting  consumers  from  confusion  and  deception. 

Moreover,  we  believe  it  is  inequitable  to  charge  current  trade- 
mark applicants  for  major  capital  outlays  for  automation,  because 
automation  will  benefit  future  applicants  and  will  benefit  the  users 
of  the  trademark  files  who  do  not  apply  to  register  marks. 

We  strongly  favor  H.R.  2434,  the  Patent  and  Trademark  Office 
authorization  bill,  which  has  been  passed  by  the  House  of  Repre- 
sentatives and  is  now  pending  in  the  Senate  Judiciary  Con>mittee. 
That  bill  prohibits  charging  user  fees  for  the  patent  and  trademark 
search  libraries  located  in  Arlington,  VA,  and  it  also  prohibits 
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using  user  fee  money  for  procuring  automatic  data  processing  re- 
sources at  the  PTO. 

The  House  Committee  Report  on  H.R.  243^,  rather,  does  not 
agree  with  the  interpretation  of  Public  Law  97-247  that  Mr. 
Huther  expressed  earlier  this  morning  concerning  the  authority  of 
the  Patent  and  Trademark  Office  to  charge  trademark  applicants 
for  the  capital  outlays  for  trademark  automation. 

We  oppose  the  exchange  agreements  the  PTO  entered  into,  and 
we  are,  of  course,  pier  ed  to  hear  that  those  agreements  are  going 
to  be  terminated. 

Finally,  there  has  been  a  lot  of  discussion  on  the  question  of 
whether  the  Patent  and  Trademark  Office  should  be  competing 
with  private  companies  in  offering  automated  services  to  the 
public.  We  think  iae  question  here  is  not  whether  the  PTO  is  com- 
peting with  the  private  companies.  The  question  is  what  is  a  proper 
governmental  function? 

If  it  is  a  proper  governmental  function  to  provide  certain  records 
to  the  public,  the  PTO  should  do  it.  Otherwise  they  should  let  pri- 
vate sector  companies  do  it  because  they  can  probably  do  it  more 

In  the  case  of  the  patent  and  trademark  record.^,  we  think  there 
is  a  basic  governmental  function  of  maintaining  and  making  a',  ail- 
able  to  the  public  the  basic  information  in  the  patent  documents 
and  the  trademark  registration  documents  and  the  Government 
must  keep  control  of  that. 

We  believe  it  would  be  out  of  the  question  to  require  the  public 
to  have  to  rely  on  a  private  company  as  the  ultimate  authority  on 
what  information  is  container  in  the  official  Government  records 
of  trademark  registrations. 

As  Mr.  Quigg  noted,  the  officj  is  planning  to  abolish  the  paper 
files,  so  the  automated  system  will  be  the  only  source  of  informa- 
tion about  the  scope  of  the  legal  rights  in  trademark  registrations. 
The  precise  wording  of  the  documents  in  the  trademark  search 
files  often  is  critical  in  determining  the  scopL  of  legal  rights. 

Members  of  the  public  must  rely  on  the  content  of  those  docu- 
ments in  determining  whether  they  can  make  investments  safely. 
We  believe  the  PTC  always  must  be  the  one  to  maintain  and  make 
available  to  the  public  the  basic  information  contained  in  those 
documents,  and  we  don't  think  that  means  the  PTO  is  going  to 
become  the  only  soarce  of  michinr^  readable  information  about  pat- 
ents and  trademarks.  Theri  will  still  be  many  specialized  services 
that  will  be  provided  by  the  private  companies. 

We  thank  you  for  this  oppoii;unity  to  present  our  views. 

[The  prepared  statement  of  Mr.  Wamsley  foi  cws:] 
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STATEMENT  ON  BEHALF  OF  INTELLECTUAL  PROPERTY  OWNERS,  INC. 


by  Herbert  C.  Waasley,  Executive  Director 


I  am  appearing  here  today  r.i  behalf  of  IntellectuaJ  Property 
Owners,  lac.  (IPO).    We  apr  eciate  thia  opportur.ity  to  present  IPO's 
views  on  the  program  for  automating  the  tradeawrk  search  files  at  the 
Patent  and  Tradeir»irk  Office. 

iro  Is  a  nonprofit  association  whose  members  own  patents, 
trademarks,  and  copyriglts.    Our  members  are  responsible  for  a 
significant  portion  of  the  research  and 'development  and  brand-name 
advertising  in  the  United  States,  and  they  pay  a  significant  portion  of 
the  fees  which  are  collected  by  the  Patent  and  Trademark  Office.    IPO  is 
interested  in  having  the  Office  operate  as  effectively  as  possible,  to 
provide  maximum  incentives  for  investment  and  innovation. 

At  the  outset  we  want  to  stress  that  the  Patent  and  Trademark 
Office  has  a  dedicated  and  capable  staff  of  emplo  ^ees  who  have  worked 
diligently  ovtr  the  years  to  improve  the  Officers  operations.    We  are 
grateful  for  their  efforts.    They  have  accomplished  a  great  deal  while 
often  working  with  Inadequate  resources. 

We  also  want  to  emphasize  that  we  are  in  favor  of  automating  the 
Office's  search  files.    We  believe  automation  eventually  will  allow  more 
effect A. e  dissemination  of  patent  and  trademark  records  and  will  help 
provide  greater  certainty  about  the  validity  of  legal  rights  in  the 
pa'    .ts  and  trademark  registrations  issued  by  the  Office, 
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BENEFITS  FROM  DISSEMINATING  TRADEMARK  INFOR.  '^lON 


Our  statement  today  is  devoted  primarily  to  the  trademark 
automation  project.    We  will  also  make  a  few  references  to  patents  and 
the  patent  automation  project,  since  the  policy  questions  that  will  have 
to  b«   confronted  in  the  future  in  automating  the  patent  search  file  are 
similar  to  questions  that  have  been  raised  in  connection  with  trademark 
automat  ion . 

An  effective  trademark  system  is  one  of  the  ke^s  to  ma  ntaining 

this  country's  industrial  competitiveness.      The  objectives  of  the 

Federal  trademark  act,  known  as  the  Lanham  Act,  are  to  protect  the 

consuming  public  and  tc  protect  investments  of  trademark  owners.  The 

19^6  Senate  Committee  Report  on  the  Lanham  Act  put  it  as  follows: 

The  purpose  underlying  any  trade-m^rk  statute  is  twofold. 
One  is  to  protect  the  public  so  that  it  may  be  confident 
that,  in  pjrchasing  a  product  bearing  a  particular 
trade-ipark  which  it  favorably  knows,  it  will  get  the 
product  it  asks  for  and  wants  to  get.     Secondly,  where  the 
owner  of  a  trade^mark  has  spent  energy,  time  and  money  in 
presenting  to  the  public  the  product,  he  is  protected  in 
his  investment  from  its  misappropriation  by  pirates  and 
cheats....    Your  comrittee  believes  the  proposed  bill 
accomplishes  these  two  broad  basic  principles. 

For  the  Lanham  Art  to  achieve  its  objective  of  protecting  the 

consuming  public,  the  Federal  register  of  marks  must  be  accessible. 

Competitors  and  other  interested  members  of  the  public  must  have  easy 

access  to  the  register  so  they  can  learn  what  marks  ate  registered  and 

avoid  inadvertently  adopting  marks  that  would  cause  a  likelihood  of 

confusion  because  of  a  mark  already  registered.    Also,  trademark  owners 

must  have  adequate  incentives  to  register  their  marks  so  that  the 

register  of  marks  will  be  reasonably  cOmpJete. 
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It  is  important  to  understand  that  trademark  owners  have  legal 
r'<*hts  which  they  can  enforce  in  court  without  registering  their  marks 
under  the  Lanham  Act.    If  registration  becomes  too  expensive*  trademark 
owners  will  not  bother  to  register. 

A  large  number  of  the  searches  that  are  conducted  in  the  public 
search  room  at  the  Patent  and  Trademark  Office  in  Arlington,  Virginia 
result  in  marks  not  being  adopted,  because  a  conflict  1  '  toiind  to  exist 
with  ma^ks  already  registered.    The  general  public  benefits  from  having 
businesses  not  adopt  marks  which  later  will  causes  confusion  of 
consumers. 

By  making  it  easier  to  check  for  conflicts  when  adopting  new  marks, 
the  Lanham  Act  facilitates  investment  in  new  products  which  bear  new 
marks.    Thus,  the  Federal  trademark  system  as  well  as  the  patent  syt  am 
contributes  to  a  climaie  conducive  to  innovation. 

Piracy  and  counterfeiting  of  U.S.-ovned  intellectual  property, 
including  trademarks,  is  now  of  epidemic  proportions.    The  U.S. 
International  Trade  Conmission  estimated  in  1982  that  American 
businesses  it  studied  were  losing  over  $5  billion  a  year,  and  since  then 
the  problem  has  gotten  worse. 

In  response.  Congress  last  year  enacted  the  Trademark 
Counterfeiting  Act  of  1984,  making  trademark  counterfeiting  by  use  of  a 
Federally  registered  laark  a  Federal  crime.    The  Lanham  Act  always  has 
put  everyone  o^^  notice  of  the  exxstenca  of  Federally  registered  marks  by 
operation  of  law.    Now,  under  the  Counterfeiting  \ct.  trademark  re tords 
also  can    govern  whether  citizens  might  be  subject  to  fine  or 
imprisonment . 
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The  patent  system  too  is  very  important  in  stimulating  innovation 
and  investmtsnt  in  the  United  States.    One  way  the  patent  system  promotes 
innovation  is  by  disseminating  information  that  would  be  held  as  trade 
secrets  if  patent  protection  were  not  available.    Studies  have  shown 
over  80  percent  o'  rh.5  technology  described  in  printed  patent  docunents 
is  publish»id  nowhere  else.    The  public  patent  search  room  in  Arlington 
is  one  of  the  world's  largest  collections  of  technical  literature.  It 
is  a  grea.  teaching  library.    It  is  used  daily  by  scientists,  engineers, 
inventors,  and  business  people  for  a  variety  of  purposes. 

NEED  FOR  AUTOMATION 

iPC  supports  automating  the  Office trademark  files.    We  believe 
that  in  the  long  nin  automating  the  search  files  will  improve  the 
quality  and  reliability  of  trademark  registrations  issued  by  the  Office, 
and  will  help  alleviate  piracy  and  coiuiterfeiting  problejis. 

This  Subcommittee  is  aware  that  the  trademark  automation  program 
has  generated  controversy.    The  April  1985  report  by  the  General 
Accounting  Office  entitled  "Patent  and  Trademark  Office  Needs  to  Better 
Manage  Automation  of  its  Trademark  Operations"  expressed  a  number  of 
concerns  which  are  shared  by  ihe  users  of  the  Patent  and  Trademark 
Office. 

GAO  found  that  in  attempting  to  automate  its  trademark  operations, 
the  Patent  and  Trademark  Office  did  not  (1)  thoroughly  analyze  user 
neads,  (2)  adequately  assess  the  cost-ef fe  "tivenei^s  of  its  systems,  (3) 
properly  manage  three  exchange  agreement  contracts,  or  (4)  fully  test 
one  of  its  systems  before  accepting  it  from  the  contractor,  GAO 
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reported  that  although  the  Patent  tnd  Trademark  Office  had  addressed 
several  of  these  problems,  it  still  needed  to  do  more 

We  believe  the  Office  should  have  analysed  the  needs  of  users  other 
than  the  Office's  trademark  examiners  sooner  and  more  thoroughly.  We 
also  have  the  impression  that  the  cost -effectiveness  studies  performed 
by  the  Office  were  inadequate,  even  though  automation  probably  will 
prove  to  be  justified  on  the  basis  of  is^roved  quality  of  search  results 
after  the  system  has  been  thoroiighly  tested  and  refined.  Trademark 
automation  cannot  be  justified  on  the  basis  of  cos'  savings  for  the 
Office  any  time  soon.    Studies  have  shown  that  the  Office's  trademark 
examining  attorneys  need  only  around  *5  minutes  per  search  when  they 
conduct  searches  in  the  Office's  paper  file.    Annual  costs  for 
maintaining  the  oaper  file  also  are  small.    Consequently,  conventional 
paper-file  searching  is  quite  inexpensive. 

The  situation  is  different  for  the  patent  search  file,  where  much 
longer  time  is  required  to  conduct  searches  and  the  expenses  are  very 
high  for  maintaining  the  massive  collection  of  25  million  patent 
documents  in  paper  form. 


IPO  believes  the  capital  outlays  tor  automatir.^  the  trademark  and 
patent  search  files  should  be  supported  entirely  with  public  funds. 
Taxpayer  money  is  warranted  because  automating  the  search  fUe  will 
confer    long-term  benefits  on  the  general  public.    In  the  case  of  the 
trademark  file,  automation  will  improve  the  reliability  of  trademark 
protection  and  the  ease  of  access  to  the  file,  thereby  strengthening  the 
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incentives  for  investment  by  U.S.  businesses  and  protecting  consumers 
from  confusion  and  deception. 

Similarly,  automation  of  the  patent  search  file  will  benefit  the 
public  at  large  by  promoting  disseir    "  -ion  of  technological  information, 
thereby  contributing  to  the  long-term  strengthening  of  technological 
progress  in  this  country. 

Moreover,  it  is  inequitable  to  charge  current  trademark  applicants 
for  major  japital  outlays  ^'>r  automation,  because  automation  will 
benefit  futurs  applicants  and  it  will  benefit  the  users  of  the  trademark 
file  vho  do  not  apply  to  register  marks. 

Still  another  reason  for  using  public  funds  for  automation  is  to 
permit  Congressional  control  over  the  nature  and  magnitude  of  the 
Office's  automation  expenditures.    The  annual  appropriations  act  does 
not  limit  spending  of  user  fee  income  in  the  same  way  it  limits  public 
funds.    A  project  m,  large  and  complex  as  the  Patent  an''!  Trademark 
Office  automation  program,  which  will  Involve  expenditures  ^f  over  $^5 
million  for  patent  and  trademark  automation  in  1986  and  an  estiioated 
$720  million  over  a  2C  year  period,    should  De  subject  to  the 
Congressional  authorization  and  appropriations  processes. 

H.R.  2A3A,  the  Patent  and  Trademark  Office  authorization  bill  for 
1986  to  1988  which  has  passed  the  House,  prohibits  charging  user  fees 
for  the  patent  and  trademark  search  rooms  in  Arlington,  Virginia.  We 
agree  with  that  bill.    We  are  opposed  to  any  kind  of  user  fees  for 
supporting  the  search  room  costs. 

The  patent  and  trademark  search  rooms  are  used  by  hundreds  of 
indi^  duals  each  day,  for  many  kinds  of  searches.    The  trademark  search 
room  xs  used  by  individuals  and  businesses  who  aits  considering  adopting 
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marks*  and  by  conpetitors  who  wish  to  avoid  charges  of  infringeaent  or 
countarf citing. 

The  Office  has  proposed  fees  of  at  least  $A0  an  hour  for  access  to 
the  automated  trademark  system  in  the  trademark  search  room.    We  believe 
the  Office  is  taking  automation  o     he  search  file  as  an  excuse  to 
charge  the  public  for  access  to  information  in  the  trademark  search  room 
that  has  been  available  to  the  public  free  of  charge  since  the  beginning 
of  the  Federal  trademark  system  in  1870. 

We  see  little  difference  between  charging  the  public  to  use  the 
patent  and  trademark  search  rooms  and  charging  the  public  to  use  th« 
Library  of  Congress.    At  this  time  when  America's  economic  and 
technological  leadership  is  being  challenged  it  is  the  %rrong  time  to 
begin  taxing  the  users  of  Federal  libraries  which  disseminate 
information  useful  to  innovators  and  investors. 

Charging  fees  for  access  to  the  trademark  search  room  is  contrary 
to  the  clear  intent  of  Congress  as  expressed  in  the  legislative  history 
of  P.L.  96-517  and  97-7.^7,  enacted  in  1980  and  1982  respectively. 

The  House  Judiciary  Connittee  on  the  1980  law  stated: 


The  Committee. .. supports  the  premise  that  patent 
applicants  and  those  seeking  to  register  trademarks 
should  bear  a  significant  share  of  the  cost  of  operating 
the  pro  by  the  payment  of  fees.    However,  the  connittee 
has  made  certain  amendments  to  the  formula  which  empowers 
the  Commissioner  to  set  these  fees.    Certain  costs  of 
operating  the  PTO  confer  no  direct  benefit  on  applicants 
but  rather  go  to  meet  the  responsibility  of  the  Federal 
Governxoent  to  have  a  PTO  in  order  to  execute  the  law. 
For  example,  the  cost  of  the  Office  of  the  Commissioner 
and  certain  agency  offices  involved  with  public 
information,  legislation,  international  affairs  and 
technology  assessment.    Maintaining  a  public  search  room 
confers  a  general  public  benefic.  as  does  the  maintenance 
of  the  patent  files  in  depository  libraries.  T^e 
contribution  to  tha  World  Intellectual  Property 
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Organization  relative  to  the  Patent  Cooperation  Treaty  is 
a  treaty  obligation.    These  costs  should  be  paid  for 
entirely  from  appropriated  funds.    (Emphasis  added.) 

The  Congressional  policy  of  supporting  the  search  room  entirely 
through  approprir'itions  was  carried  over  into  the  1982  law  as  well. 
During  testliaony  in  1982»  the  then  Commissioner  of  Patents  and 
Trademarks  referred  to  "the  amount  of  the  Office  which  is 
nonrecoverable»  my  salary,  the  public  search  rocnn  and  so  on...." 

For  purposes  of  interpreting  the  law  it  should  not  ouitter  whether 
the  recor  Is  in  the  search  room  are  in  paper  form  or  in  automated  form  — 
the  policy  issues  are  the  same.    What  is  at  issue  is  whether  the  Office 
is  obliged  to  make  trademark  records  —  and  later  patent  records 
available  to  the  public  without  charge. 


The  April  1985  Report  by  the  General  Accounting  Office  explains 
that  the  Patent  and  Trademark  Office  entered  three  exchange  agreements 
with  private  companies  which  contained  restrictions  on  the  PTO's  freedom 
to  offer  information  on  traueuiarks  co  che  public.    Tuo  of  the  cotupAnies 
later  merged. 

We  oppose  exchange  agreements  between  the  Patent  and  Trademark 
Office  and  private  companies  which  restrict  access  by  the  public  to 
Patent  and  Trademark  Office  records.     Such  agreements  amount  to  giving 
private  companies  monopoly  rights  in  the  dissemination  of  public 
informition.    It  is  unwise  for  the  government  to  er-te..  such  contracts, 
whether  or  not  competitive  bidding  is  used. 

Another  problem  with  exc^ant^e  a^^reements  with  private  companies  is 
that  they  are  not  subject  to  the  Congressional  authorization  and 
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appropriationt  prooes*.    They  are  "off  biulget"  expenditures  by  the 
Patent  and  Trademark  Office  which  are  not  aubject  to  normal  review. 
When  government  programs  involve  major  expenditures  and  difficult 
questions  of  public  policy,  such  exchange  agreements  are  not  an 
appropriate  vehicle  for  ftir.ding  them. 


The  Patent  and  Trademark  Office  always  has  been  the  keeper  of  the 
official  records  of  U.S.  patents  and  trademark  registrations.    This  is  a 
basic  governmental  function  which  cannot  be  turned  over  to  private 
companies.    It  would  be  unthinkable  for  members  of  the  public  to  have  to 
rely  on  a  privacy  company  as  th    ultimate  authority  on  what  infontation 
is  contained  in  official  government  records  of  trademark  registrations. 

.t  is  important  to  remember  that  the  Office  is  planning  to  abolish 
the  paper  trademark  files  as  soon  as  the  automated  system  is  proven. 
The  automated  system  will  be  the  only  source  of  information  available 
f.      the  office  about  the  scope  of  legal  rights  in  trademark 
registrations.    This  information  must  be  maintained  inder  government 
control. 

The  Patent  and  Trademark  Office  does  not  merely  publish  trademark 
information  submitted  by  applicants.    The  Office  has  a  st^rf  of  over  100 
professional  trademark  examining  attorneys  who  conduct  legal  proceedings 
to  determine  whether  narks  are  registerable .  The  papers  submitted  by 
trademark  applicants  usually  are  amended  through  correspondence  between 
the  examining  attorney  and  the  applicant  before  the  office  publishes  a 
trademark  registration  document.    The  precise  wording  of  the  documents 
often  is  critical  in  detcnnining  the  scope  of  legal  rights.    Members  of 
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the  public  rely  on  the  content  of  trademark  registration  documents  after 
they  are  published  to  determine  whether  thay  may  invest  with  safety. 

If  one  accepced  that  the  Patent  and  Trademark  Office's  automated 
system  will  be  competing  with  private  search  firms,  it  would  follow  that 
the  Patent  and  Trademark  Office  has  been  competing  with  the  private 
sector  for  nearly  200  years  in  operating  search  libraries  containing 
paper  documents.    Operating  the  search  room  is  a  governmental  function 
which  cannot  be  p^arformed  by  the  private  sector. 

This  certainly  does  not  mean  that  the  PTO  will  become  the  dominant 
source  of  machine  readable  trademark  information  services  in  the  U.S. 
The  private  companies  which  for  years  have  been  providing  machine 
readable  trademark  information  to  the  public  apparently  are  thriving 
businesses.    They  provide  many  kinds  of  services  in  addition  to  those 
that  will  be  available  from  the  PTO  automated  trademarx  system, 
including  searches  of  state  and  common  law  trademarks. 

In  summary,  we  believe  the  Patent  and  Trademark  Office  always  must 
maintain  and  make  available  to  the  public  the  basic  information  in 
official  records  of  U.S.  patents  and  trademark  registrations,  whether 
the  records  are  in  paper  or  electronic  form, 

*  *  * 

Thank  you  for  this  op;>)rtunity  to  appear  befoia  the  Subcoirmittee. 
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Mr.  English.  Thank  5'ou  very  much,  Mr.  Wamsley. 

Mr.  Wamslev,  the  GAO  found  the  PTO  did  not  thoroughly  ana- 
lyze user  neeos  before  making  its  automation  plans  and  I  think 
that  that  was  also  Mr.  Blynn's  statement,  you  hit  that  pretty  good 
in  your  statement. 

Did  PTO  consult  with  interested  outside  organizations  in  order  to 
determine  if  the  automated  system  would  meet  their  needs,  Mr. 
Wamsley? 

Mr.  WABiSLEY.  Well  

Mr.  English.  As  far  as  you  know? 

Mr.  Wamsley.  We  feel  the  consultation  was  grossly  inadequate. 
The  ofHce  did  make  some  attempt  by  holding  a  hearmg,  I  believe, 
at  the  time  they  developed  their  master  plan  in  1982,  but  there 
really  was  very  little  opportunity  for  the  private  sector  to  get  into 
it  and  present  its  views.  As  Mr.  Blynn  said,  I  think  the  situation 
has  been  lergely  that  the  private  sector  has  only  had  the  opportu- 
nity to  react  after  the  PTO  has  formulated  its  master  automation 
plan. 

Mr.  English.  Mr.  Blynn,  it  appears  that  one  of  the  objectives  of 
PTO  was  to  avoid  competing  with  existing  trademark  search  firms. 
Do  you  think  that  the  availability  of  search  services  from  the  PTO 
would  inhibit  competition? 

Mr.  Blynn.  No;  I  don't.  I  have  heard  a  lot  of  discussion  and  a  lot 
of  claims  that  the  availability  of  the  PTO's  trademark  records  in 
machine-readable  form  would  compete  unfairly  with  private  search 
firmp  ^TSTA  does  not  share  this  concern.  First  of  all,  most  private 
sear  .  Jnns  bring  with  them  their  own  logic  to  approachmg  the 
base  of  data  and  the  PTO  will  either  have  a  different  logic  or  no 
logic  at  all.  It  will  simply  make  the  information  contained  in  its 
records  available  but  they  will  not  give  tremendous  guidaixce  as  to 
how  to  get  it  out.  Conversely,  the  search  firms  get  it  out  and  they 
are  expert  in  doing  it. 

Second,  search  nrms  search  other  data  bases  which  are  not  avail- 
able at  the  PTO.  They  search  data  bases  of  all  State  trademark 
registrations,  they  search  numerous  trade  directories  and  business 
lists.  Consequently,  I  don't  think  there  would  be  the  type  of  compe- 
tition that  would  in  any  way  adversely  affect  private  search  finns. 

Indeed,  the  information  that  we  are  talking  about  making  avail- 
able at  no  charge  at  the  Patent  and  Trademark  Office  has  always 
been  available  at  no  charge,  and  private  eearch  firms  have  flour- 
ished in  that  environment.  In  sum,  we  have  heard  the  argument 
but  we  don't  believe  it  is  a  valid  one. 

Mr.  Engush.  Mr.  Wamsley,  do  you  have  an  opinion  on  that? 

Mr.  Wamsley.  I  agree  with  what  Mr.  Blynn  says,  Mr.  Chairman. 
The  office  has  been  operating  the  search  rooms  in  paper  form  for 
nearly  200  years  in  the  ca^e  of  patents  and  100  years  in  the  case  of 
trademarks.  If  you  took  this  argument  about  competing  with  the 
private  sector  to  its  logical  conclusion,  it  would  seem  that  the  past 
operation  of  those  search  rooms  with  paper  records  would  have 
also  been  in  competition  with  the  private  sector.  I  think  that  it  is  a 
proper  governmental  function  to  operate  the  pca^'ch  rooms. 

Mr.  Engush.  Mr.  Wamsley,  suppose  PTO  decides  to  continue  the 

f)ublic  access  to  its  paper  records,  and  to  charge  reasonable  user 
ees  for  use  of  an  automated  search  svotem.  Is  that  acceptable  or 
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are  your  members  willing  to  pay  feeb  in  order  to  use  PTO-provided 
automated  equipment? 

Mr.  Wamsley  Well,  we  feel  that  there  is  a  general  public  benefit 
from  having  the  search  rooms  and  that  there  should  be  no  charge 
at  least  for  public  access  to  the  facility  located  in  Arlington,  VA. 

Now,  if  the  office  is  envisioning  at  some  future  time  that  this  in- 
formation would  be  available  on-line,  available  in  the  offices  of  the 
attorneys  around  the  country,  that  is  a  different  question. 

On  that  point,  there  would  be  a  better  €irgument  that  there  is  a 
new  and  different  type  of  enhanced  service  available  for  which  a 
charge  could  be  imposed. 

Mr.  English.  Mr.  BIynn. 

Mr.  Blynn.  Mr.  Chairman,  I  thought  I  understood  your  question 
to  propose  the  hypothetical  that  there  be  both  a  paper  search 
record  and  an  automated  search  record. 

Mr.  English.  Yes. 

Mr.  Blynn.  You  are  asking  whether  it  would  be  an  acceptable 
accommodation  to  provide  free  access  to  a  paper  search  record,  and 
to  charge  for  use  of  the  automated  system. 

That  is  an  interesting  concept  and  one  I  have  not  heard  dis- 
cussed at  length  '  j  our  membership  before.  Nonetheless,  I  don't 
know  that  is  really  a  choice.  One  of  the  reasons  is  that  automation 
of  the  pro  is  something  that  was  "user-driven."  That  is,  trade- 
mark owners  and  other  users  of  the  search  room  found  that  the 
search  rooms'  paper  records  were  not  reliable  in  many  instances.  It 
was  felt  that  improvements  had  to  be  made  and  that  automation 
offered  the  means. 

Therefore,  a  choice  to  go  back  to  a  paper  system  that  was  not 
really  working  well,  I  don't  know  if  there  would  be  a  great  deal  of 
support.  It  poses  a  number  of  issues.  First  of  all,  does  it  make  sense 
for  the  government  to  keep  records  in  two  formats? 

Second,  I  think  most  users  would  have  great  doubts  about  wheth- 
er the  paper  records  would  be  as  good  as  the  machine-readable 
record.  It  is  far  easier  to  keep  the  integrity  of  a  machine-readable 
record  at  a  very  high  level  as  opposed  to  a  paper  record  which  is 
constantly  shuffled  around.  Papers  are  removed,  and  the  possibility 
of  their  being  lost  or  damaged  is  high.  Thus,  I  don't  know  that  that 
is  really  a  solution.  It  may  have  some  appeal,  but  I  don't  believe  it 
is  a  solution  to  the  problem. 

Mr.  Wamsley.  I  agree  with  Mr.  Blynn  on  that  point,  Mr.  Chair- 
man. 

Mr.  English.  Well,  thank  you  both,  Mr.  Wamsley  and  Mr. 
Blynn.  We  appreciate  your  testimony  and  we  may  have  additional 
written  questions  for  you  as  well,  and  we  would  appreciate  a  timely 
response. 

Again,  thank  you. 

That  concludes  our  hearing  today.  We  will  recess  subject  to  the 
call  of  the  Chair. 
Thank  you. 

[Whereupon,  at  11:30  a.m.,  the  subcommittee  adjourned,  to  recon- 
vene subject  to  the  call  of  the  Chair.] 
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APPENDLX  l.-ADDITIONAL  INFORMATION  SUBMITTED  BY 
THE  SECURITIES  AND  EXCHANGE  COMMISSION 

A.  Letter  From  Chairman  John  S.R.  Shad  to  Chairman  Glenn 
English  Dated  July  25,  1985,  T^j^smitting  Re?ues  to  Ques- 
tions From  Chairman  Engush  and  Representative  Thomas  N. 

KlNDN^ 


The  HonCable  Glenn  English 
Chai rman 

SubcofTir.i  ttee  on  Governrrent 

I.if oriPat ion ,  Justi.-e  &  Agriculture 
B349-C  Rayburn  House  Office  Building 
Washington,   D.C.  20515 

Dear  Chairm?n  Fnglish: 

The  attached  materials  respond  to  your  letter  of  May  15,  1985 
and  to  your  question  during  the  hearing  of  April  29,   1985  as 
to  the  hardware  and  software  to  be  provided  under  the 
operational  Edgar  contract. 

If  you  have  <3ny  farther  questions,  please  contact  Kenneth  Fogash, 
Deputy  Fxecative  Di-ector  (272-2142). 


SECURITIES  AND  EXCHANGE  COMMISSION 


WASHINGTON  DC  2094w 


UNrrCD  STATES 


July  25,  1985 
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RESPONSFS  TO  CHAIRMAN  ENGLISH  AND 
CONGRESSMAN  KINDNESS  EDGAR  QUESTIONS 


The  respons        ^  the  following  questions  of  Chairman  English  and 
Congressman  Kindness  are  based  on  Information  in  the  recently  released 
Pre-Sollcltatlon  Document  for  the  operational  Kdgar  system.  This 
document  seeks  comment  regarding  the  piopo&ed  system  from  potential 
bidders^  persons  who  make  filings  with  the  Commission  and  potential 
users  of  tne  system.    The  comments  will  be  considered  In  preparing 
a  Reque,t  for  Proposals  to  be  released  In  the  fall  of  1985.  Thus, 
the  responses  set  fort^-  below  are  subject  to  change. 
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June  1,  1985 

MEMORANDUM 

TO: 
FROM: 
SUBJECT: 

Attached  are 
13  questions 
questions. 


Chairman  Shad 
K,A,  Fogash 

Chairman  English  and  Congressman 
Kindness  Edgar  Quescions 

the  responses  to  Chairman  English's 
and  Congressman  Kindness'  nine 


Attachments 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  1985 

QUESTION  1.  Please  provide  a  detailed  breakdown  of  the  contractor's 
estimated  costs  for  the  life  of  the  operational  Edgar  contract. 


ANSWER .  The  SEC  estimates  that,  over  a  seven-year  period,   it  will 

cost  a  contractor  $63.2  million  to  develop  and  operate  the 
Ldgar  system.     A  breakout  of  this  estimate  follows. 

Estimated  Operational  Sy  iZm  Costs 
($  -  1,000'w 


FY87 

FX88 

FY89 

Tlf90 

mi 

FW2 

fY9 

Staff 

Software  Dev. 

$980 

$2,400 

$2,400 

$2,400 

$2,400 

$2,400 

$2,400 

System  ^igineering 

600 

600 

600 

600 

600 

600 

600 

Ocmiunicatians 

]50 

360 

210 

210 

210 

210 

210 

Installation 

300 

100 

^17210 

Subtotal 

$2,030 

$3,460 

$3,210 

$3,210 

$3,210 

$3,210 

HanSbAre  (Purchase) 

Mainframe 

7,000 

4,00j 

Mionos 

2,500 

2,5C  J 

Site  Prep. 

2,500 

2,5j0 

Regior^l 

4,400 

4,400 

Subtotal 

lj,4W 

-6- 

-0- 

F^ilities  Mgpnt. 

1,440 

1,440 

1,440 

1,440 

1,440 

1,440 

OcRimnicatlons 

25C 

500 

500 

500 

500 

500 

500 

Total 

$18,680 

$l8,n00 

$5,150 

$5,150 

$5,150 

$5,150 

$5,150 

Total  All  ypars:  P63.230 
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SEC  STA?F  RESPONSE  TJ 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  1985 

QUESTION  2.     Please  describe  the  criteria  that  will  be  used  to 
select  the  contractor  for  the  operational  EDGAR  contract? 

ANSWER.  The  RFP  responses  will  be  submitted  m  four  parts  - 

technical,  management ,  business  and  cost  proposals. 
The  cost  proposal  will  be  evaluated  separately  for  an 
indication  of  the  offerors  financial  stability,  solvency 
and  the  value  to  the  government.     The  remaining  three 
parts  will  be  sored  against  criteria  directly  related 
to  the  requirements  m  the  RFP.     Although  the  I   "  will 
not  be  issued  until  this  fall  and  will  be  revised 
following  pub lie  revi ew  and  comment  on  a  the  pre- 
solicitation  document*  we  anticipate  factors  similar 
to  the  follov'ng: 

^ •     Tecnnical  Proposal  Evaluation  Factors 

1.  Adequacy  of  System  Architecture 

-  Receipt  and  Dissemination  System 

-  Internal  Processing  System 

-  Office  Automation  Systtm  (   eadquarters  and 

regional  offices) 

2.  Adequacy  of  Proposed  Capacity  and  Performance 

3 .  Adequacy  of  Proposed  Software 

4.  Adequacy  of  Transitions  Planning  (Technical 

Approach ) 

^> .   Adequ?icy  of  Proposed  Facilitates  Management 

Suppor  t 
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B.     Management  Propo«al  Evaluation  Factors 

1.  Adequacy  of  Staffingt     Expertise  and  Number 

2.  Corporate  Qualifications  in  Performing  Similar 

Work 

3.  Quality  of  the  Project  Management  Approach 

4.  Adequacy  of  Proposed  Schedule 

5.  Adequacy  ^f  Other  Service  and  Support  Plans 

-  BacX-up  and  recovery 

-  Training  plan 

-  Software  and  hardware  installation  anu  testing 

-  Transition  pjanning  (front  end  and  baclc  end) 

-  Security  plan 

Business  Proposal  Evaluation  Factors 

1.  Adequacy  of  MarXet  Research  (Wholesale  Only) 

2.  Adequacy  and  Realism  of  Revenue  Projections 

(Wholesale  Only) 

3.  Adequacy  of  Proposed  Pricing  Scheme  (Wholesale 

Only/ 

4    Adequacy  of  Retail  Sales  Plan  (If  Applicable) 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  1985 

QUESTION  3.     The  EDGAR  contractor  will  be  expected  to  make  a  largo 
investment  and  to  provide  services  for  free  to  the  SEC.  Please 
describe  what  the  contractor  will  be  receiving  from  the  SEC  in 
exchanga . 

ANSWER.  The  principal  benefit  to  be  given  the  contractor  is  the 

exclusive  right  to  wholesale  the  SEC  filing  database. 
The  contractor  will  also  be  allowed  to  compete  in  the 
retail,  value-added  market. 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  198S 

QUESTION  4.     Please  describe  the  procedures  by  which  EDGAR 
information  will  be  sold  at  the  wholesale  level. 

a.     How  will  the  pricing  of  information  at  the 
wholesale  level  be  regulated?    Will  prices  at  the  wholesale 
level  be  fixed  price  or  based  on  usage? 

ANSWER,  Wholesale  service  will  entail  direct,  automatic 

transmission  of  all  public  filings  as  soon  as 
technically  possible  after  filing  acceptance  by 
Commission  personnel .     Thi  s  wholesale  service 
will  be  available  to  any  org/in izat ion  on  an 
annu^»l  subscription  basis  at  a  fixed  price 
proposed  by  the  contractor*  and  subject  to 
Commiss Ion  approval. 

In  thei:  proposals,  offerors  will  be  required 
to  propose  annu'*:, jl  subscr i ption  prices  for  whole- 
sale  service  for  each  year  of  the  contract.  In 
addition  to  this  proposed  price,  the  offeror  will 
fje  required  to  describe  the  basis  for  this 
si;h3ci  ipt ion  price  in  terms  of  both  the  costs  of 
s  J  ^  em  deve  lopmen  t  and  operation  and  the  offeror's 
own  inark'^t  projecv  ions  of  public  demand.  Offers 
will  he  evaluated  on  Doth  the  prices  proposed  and 
th«    justification  of   the  pr'?e. 
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During  the  life  of  the  contract  this  wholei!ile 
subscription  price  will  be  subject  to  review  by 
the  Commission  ^nd  may  be  revised  up  or  down  to 
accommodate  changed  operating  costs     based  upon 
independently  audited  figures  or  market  demand. 


QUESTION  4b.  How  will  the  SEC  or  the  contractor  distinguish 
between  a  wholesale  and   i  retail  customer? 

ANSWER.  Because  the  wholesale  category  pertains  to  a 

class  of  service  rather  than  a  class  of 
customer,  no  distinction  based  upon  user  is 
necessary. 

Any  entity  or  individual  may  purchase  whole- 
sale service  for  any  purpose. 

QUESTION  4c.  Will  wholesale  parcha^ers  of  Edgar  information 
be  able  to  rewholesale  the  data  to  other^  without  restriction? 

ANSWER.  VTes.     There  will  be  no  rertrictions  on  use  or 

retransmission  of  data  by  wholesale  purchasers. 
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QUESTION  4d.  Will  retail  customers  be  aDle  to  resell  Edgar 
informa^'ion  to  others  without  restriction? 

ANSWER.  Yes.     The  Commission  intends  to  strongly 

encourage  full  competition  among  entities 
offering  retail  service.     To  assist  this,  the 
Commission  will  not  attempt  to  regulate  retail 
service . 
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SEC  STAFF   RESPONSE  TO 
QUESTION  Of-   CHAIRMAN  ENGLISH, 
Hearing  of  April  29»  i9R5 

Question  S.     Havt?  any  companies  that  agreed  to  participate  m 
the  pilot  system  subsequently  withdrawn  from  the  test?     If  so, 
pleasp   identify  each  company  and  the  reasons  for  withdrawing. 
Have  any  pilot  participants  expressed  dissatisfaction  with  tho 
system?     If  so,  please  describe  the  nature  of   the  dissatisfac- 
tion. 

ANSWER.  Since  September  24  ,   1984  ,  when  Edgar  received  i»-s 

fir*;*-  electronic  filings,  22  compan  les  have  wi  th- 
drrwn  frorr  the  project  and  28  additional  companies 
nave  ]oined       The  names  of  these  companies  are  set 
forth  below: 

WI'iriDRAWfiT  s  : 

i     Bank  South  Corp.  12.  Nisus  Video  Inc. 

2.  Cot.  Tel   Inc.  13.  pitney  Bowes,  Inc. 

3.  Development  Corp.  o*"  Amer.  4     Prime  Computer  Inc. 

4.  DofPinion  Resources  Inc.  ,  Pi  jdigy  Systems  inc. 

5.  First  Boston,   Inc.  16.  Pex^^n  Inc. 

6.  Geo  International  Corp.  17.   San  C'lego  Gas  &  Elec. 

7.  Hazeltine  Corp.  18.  Tenip-Stik  Corp. 

R.  Hospital  Corp.  of  America  19.  United   Industrial  Co. 

9.  Magnetic  Controls  Corp,  20.  US  West  inc. 

IC.   f'^nville  Corporation  21.  Virginia  Electric 

11.   Mirom  Systems  inc.  22.   Williams  Industri.,-s 

Sf>venteen  of   the  above  Rf»gistrancs  withdrew  from  the 

cilot     nor  to  sbbmitting  any  electrcnic  filings. 

Tnf>  reason  most  often  given  by  th^se  Registrants  was 

that   thfy  were  not  /*>t  prepared  tr>  f\lf  e  ]  ec  t  r  "  n  i  ca  1  ly  . 

Two  n-Ver  Reg i q t ra n t rrade  fest  filings  but  decia-  ^ 

n^lay   active  p.3rt  cipation  until  a  later  date. 

T-f  rpTaming  *-hrnf>  Rpgistrantq  (Pf»xon,   Bank  South 


BEST  COPY  AVAILABLE 


366 


360 


and  San  Diego  Gas  &  Electric)  withdr*»w  after  having 
completed  transmissions  of  live  filings.     Rexon  left 
the  pro;)ect  when  it  was  acquired  by  a  privately  held 
company  wh>..ch  had  no  '"ontmuing  SEC  reporting  obliga- 
tion.    Bank  SouCh  indicatt-d  that  most  of  its  filings 
were  prepared  by  outside  parties,  and  that  its  attempts 
Lo  convert  the  information  into  the  Edgar  format  were 
too  difficult,  time  consuming  and  costly  to  r'^ntinje. 
San  Diego  Gas  4  Electronic  withdrew  from  the  pilot 
because  they  believad  the  risks  and  costs  associated 
with  electronic  filing  outweighed  any  potential 
benefits.     In  this  connection,  the  co...pany  suboiitted 
a  filing  on  diskette  which  was  incorrectly  read  4.nto 
the  Edgar  system.     While  the  ^.''ror  was  corrected, 
the  company  also  was   concerned  about  the  additional 
time  and  personnel  it  took  them  to  prepare  the 
electronic  document  and  proofread  the  printout  of 
the  fileo  document. 


NE'f  REGISTRANT?: 


1. 

ATtT  Credit  Corp. 

18. 

Scana  Corp. 

2. 

August  Pension  Investors 

19  . 

SCM  Corp. 

3. 

Centel  Corporation 

20. 

^eahawk  Oil  Int'l  Inc. 

4  . 

Checkpoint  Systems  Inc. 

21  . 

South  Central  Bell 

r 

Colorado  Ute  Elec«-ric  Assn  Inc. 

22. 

Southern  Bell 

O  . 

Oyco  Oil  6  Gas 

23. 

Southwestern  Bell  Telej^hone 

7. 

Eastman  Kodak  Int'l  Cap. 

24. 

TGI  Friday ' 8  Inc . 

8. 

First  Citizens  Bankshare 

25. 

U.S.  west.  Inc. 

9 

Gandalf  Tech  Inc. 

26. 

Wash.  Natural  Gas 

10. 

Kaiser  ;.lum      Chem  Irt'l 

27. 

Wisconsin  »^lectric 

11. 

Key  Banks  Inc. 

26. 

Wisconsin  Natural  Gas 

12. 

Marco  Inc. 

13. 

Mobil  Alaska  Pipeline 

14. 

Mobil  Corp. 

15. 

Mobil  Oil  Corp. 

16. 

Montgomery  Ward  Cred. 

17. 

Montgomery  Ward 
Norton  Company 
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The  ^ilot  participants,  for  the  most  part,  have  not  expressed 
dissatisfaction  with  the  Edgar  system,  but  rather  have  made 
constructive  suggest icns  on  ways  in  which  the  system  could  be 
impioved.     We  have,  to  a  large  extent,  made  changes  n  the  system 
and  a^'justed  our  procedures  to  accommodate  these  suggestions. 
For  example,  the  requirements  for  sequential  nur.bering  and 
page-for-page  match  between  filed  and  distributed  documents  were 
eased  and  the  requirements  for  noting  revised  material  were 
changed.     In  addition,  procedures  were  instituted  to  have  the 
system  identify  a, 1  errors,  if  any,   in  a  test  submission  at  one 
time  to  assure  the  filer  that  once  testing  is  completed,   tho  live 
filing  will  be  accepted  by  the  system. 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  1985 

QUESTION  6.     At  the  hearing,  you  referred  to  a  $2  billion  market 
for  financial  information.     What  is  the  sour  e  of  this  informa- 
tion?    Please  provide  more  derailed  information  on  the  sxre  of 
this  market  and  on  the  type  of  services  and  products  that  axe 
included' 

ANSWER.  In  Ap'-ll  of  1984,   the  S      awarded  a  contract  to 

Mathernatica  Policy  Research,  Inc.  to  study  the 
market  demand  and  user  benefits  associated  with 
Edgar.     A  final  report  was  submitted  to  the  Commis- 
sxori  on  June  12,  1984.     Tht  reference  to  a  potential 
"$2  bill  on  market"  is  derived  from  that  study. 

Based  on  a  national  survey  of  investors,  Nathematica 
determined  that  potential  revenues  from  the  sale 
and  resale  of  Edgar-derived  sorvices  would  be  maxi- 
mized at  moderate  pries  levels.     The  study  also 
indicated  that  the  size  of  the  potential  market 
for  the  full  range  of  these  .ervices  (eg.  basic 
filings,  analyses,  data  ext^ractions)  could  exceed 
$2  billion  annually.     It  i»  imp»ortant  to  underscore 
that  *:his  projection  was  of  a  potent  if  1  market, 
and  reflects  direct  Rales  by  the  contractor  as 
well  as  resales  by  secondary  securitif  .  information 
\ endors . 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  fcNGLISH, 
Hearing  of  April  29,  1985 

QUESTION  7.     One  of  the  most  important  features  of  Edgar  is  its 
ability  to  provide  immediate  acces*^  to  new  filings.  Vfhat 
percentage  of  the  investing  community  now  demands  iniQediate  access 
to  SEC  information?      if  possible,  please  respond  by  identifying 
that  portion  of  the  $2  billion  market  for  information  services 
that  now  ser vi ces  this  demand , 

ANSWER.  Because  Edgar  itself  is  predicated  on  the  fact  that 

there  is  currently  no  immediate  access  to  SEC 
information,  there  is  no  precise  estimate  of  the 
percentage  of  the  investing  public  that  now  requires 
such  a  service. 

An   indication  of  where  the  demand  for  SEC  information 
lies  can  be  found  in  the  Mathematica  study  referenced 
in  Question  6.     The  study  estimated  that  39%  of  all 
individual  investors,  60%  of  securities  firms,  93% 
of   inst itucional  investors*  and  100%  of  securities 
attorneys  haf^  used  or  intended  to  use  SEC  information. 
Amonf  these  .-roups,  50%  of  the  securities  firms, 
74%  ct  the  institutional  investors  and  80%  of  the 
•^pcuritles  attorney,  indicated  an  interest  in  sub- 
scribing to  fdqar. 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  1985 

QUESTION  8.     Mr.  Foga.;h  testified  thac  of  the  estimated  $50  million 
cost  of  Edgar,  roughly  $22.5  tiillion  "would  be  essociaced  with 
SEC  internal  proi-ssing."    He  also  stated  that  $9  million  would 
have  already  been  spent.     Please  provide  a  more  detailed  explana- 
tion of  these  numbers.     W^at  is  covered  by  the  $22.5  million 
figure?     is  the  $9  million  included  in  the  $22.5  million? 

ANSWER  The  estima^-ed  5  year  ccBt  for  the  lllagar  ope*,  itional 

system  is  $50  million.     Of  thi^,  the  cost   for  SEC 
internal  processing  is  estimated  to  be  $:2.j  million, 
of  which  $9.0  m  llion  will  be  provided  by  che  pilot 
hardware  and  software. 

Internal  SEC  costs  bro<jK  down  as  joilows: 

$1.5  million  annually  fo**  contractor  staff  =  $  7 .     (5  yr.) 

•  $6.0  million  for  hardware/software  =  $  6.0  (5  yr.) 

•  %9.0  -million  L  jtion  from  pilot  *  $  9.0  (5  yr.) 

$22.5 
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SEC  STAFF  RESPONSE  TO 


OUESTION  OF  CHAIRMAN  ENGLISH, 


Hearing  of  April  29,  1985 


QUESTION  9.     The  Information  XndUo»:ry  Association  recommended  that 
the  Edgar  contract  be  broken  up  into  several  parts  that  could  be 
awarded  separately.     One  contract  weld  be  for  a  "data  processing 
facilities  i..anagement  contract"  and  a  second  par*:  would  be  for 
an  external  dissen   nation  subsystem.     What  are  the  advantages 
and  disadvantages  of  the  ha  approach? 

ANSWER.  The  advantage  of  a  contract  for  "(?ata  processing 


facilities  manag>ment"  and  a  second  contract  for 
external  aissemination  would  be  the  separate  procure- 
ment of  the  SBJ  internal  processing  system  from  the 
external  disFeminat ion  of  filings  system.  The 
disadvantac:es  of  this  approach  greatly  outweigh  the 
ad''antag*?s.    The  Edgar  operational  system  requires 
an  integrated  solution.     In  this  regard,  the  process- 
ing of  electronic  filings  is  integrally  related  not 
only  to  their  receipt  :>ut  also  to  their  internal 
processing  by  the  SEC  and  their  r>ublic  dissemination. 
The  separa.   o  he  rrceipt  and  bCC  internal 

pro-e88<..g  system  from  the  public,  dissemination 
systr^  .-r^Mid  destroy  the  ability  to  respond  to  the 
ini «gr„     ^n  requirements.     In  addition,  the  coat 
of  a  separate  teiecowmunicat ions  system  to  handle 
r*^ceipt  of  filings,  as  opposed  to  sharing  with  the 
dissemination  system,  could  almost  double  the  coat 
of  the  opetational  Edgar  ayatem  and  would  increase 
security  t  iaka  oy  cotibining  receipt,  which  requirea 
oia]  up  access,  with  internal  SEC  proceaaing. 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH » 
Hearing  of  April  29,  1985 

QUESTION  10.     Please  describe  plana  for  the  backup  syateni  that 
will  handle  the  operations  of  EDGAR  in  the  event  of  a  breakdown 
or  sabotage. 

ANSWER.  We  currently  anticipate  that  three  different  levels 

of  backup  will  be  required.     The  levels  are: 

Level  I  -  System  expected  to  be  down  from 

4-8  hours.     The  Contractor  must 
provide  a  backup  tacility  for 
continuing  to  receive,  accept, 
apd  maKfe  filings  public""- 
available.     The  other  Lav,ar 
functions  will  not  be  performed 
under  this  scenario. 

Le^^el  II        -  System  expected  to  be  down  from 
8-24  hours.     The  Contractor  must 
provide  a  backup  to  contxnue 
receiving  filings  and  allow  SEC 
employees  to  perform  banc  pro- 
cessing functions. 

Level  I^^I       -  System  expected  tc  be  down  more 
than  24  hours.     The  Contractor 
must  provide  a  complete  backup 
fac.lity  tha'  will  allow  for  all 
Edgar  functions  to  be  perfo^-med 
until  the  primary  facility  is 
back    IP  operat 1  on ♦ 


37  H 

ERIC 


367 


QUESTION  10 a «      Does  the  SEC  plan  to  maintain  a  backup  system 
capable  of  receiving  and  processing  paper  filings? 

ANSWER*  The  SEC  will  not  maintain  a  backup  system  per  se 

for  process ing  paper  filings.     The  functional 
organization  of  Edgar  will  allow  for  the  receipt 
and  processing  of  filings  in  a  paper  mode  only 
in  the  event  of  an  extreme  emergency  not 
presently  forseen. 


QUESTION  10b.     Will  the  bacXup  sysLam  have  the  capability  to 
support  all  of  EDGAR  functions?     Will  there  be  any  loss  of 
sbility  to  access,   process,   or  disseminate  the  full  range  of 
data  m  EDGAR  while  the  bacXup  system  is  operational? 

ANSWER >  As  explained  above,   for  the  da/  of  a  system 

outage,   the  Edgar   fanctions  that  could  be 
"^et  f orm'-d  would  be  diminished.     However,  after 
a  d^y,   full  capability  would  be  restored. 

QUESTION  10c.  How  long  will  lu  take  for  a  backup  to  EUGAR  to 
become  operational  in  the  event  that  the  main  syjtem  fails? 

ANSWER,  After   four  hc.urs.   Level  I  backup,  as  explained 

above ,  would  be  implemented. 
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QUESTION  l_Od.  How  long  will  the  backup  syst#»!n  be  capable  of 
operating? 

ANSWER.  Indefinitely. 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  Ap.il  29,  1985 

QUESTION  1^  .     As  a  result  of  Edoar,   compar  (.es  that  issue  securities 
will  receive  faster  service  rrom  the  SEC  and  vwider  access  to 
capital  marXets.     The  Svr  itself  wil]  also  receive  free  services. 
Yet  neither  of  these  be»-;ef loiar les  of  Edgar  will  be  paying  any 
of  the  costs.     Please  explain  the  reasons  for  this  decision. 

ANSWER .  The  Commission  and  issuers  of  secijrities  will  be 

paying  some  of  the  costs  of  the  operational  system. 
The  Edgar  contract  wxll  be  a  cost-sharing  contract, 
a  type  of  contract  established  by  tha  Federax 
Acquisition  Regulation  as  appropriate  to  split  the 
costs  of  a  pro;]ert  between  the  government  and  the 
contractor,  where  the  contractor  expectc  the  contra -^t 
to  provide  a  valuable  commercial  product.     The  Com- 
mission wi]l  be  contributing  to  the  cost  of  the 
contract  the  ti*ot  hardwarti  and  software  which  were 
paid  for  with  appropr iatec"  funds.     The  value  of  these 
18  approximately  $9  million.     The  staff  is  considering 
whether,   in  addition,   the  Commission  should  contribute 
additiorif»l  funds  to  the  cost  of  the  system. 

Statutory  filing  fees  paid  by  issuers  of  securities 

d  Others  in  fiscal  year  1984  amounted  to  nearly 
$121  million  which  is   129%  of  the  Commission's 
appropriation  of  $94  million.     Fees  for  registration 
of  securities  under  the  Securities  Act  of  1933 
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amounted  to  53%  of  the  total  foes-     These  fees  are 
paid  into  the  Treasury  and  are  not  retained  by  the 
Commission.     Thus,   filers  indirectly  are  already 
making  a  significant  contribution  through  existing 
fees . 
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SEC  STA?P  RESPONSE  TO 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  ot  April  29r  1985 

QUESTION  12«      In  response  to  Chairman  English's  question  about 
contractor  requirements,  please  provi(*j  the  following  data: 

a.      What  are  the  SEl's  Internal  processing  require- 
ments for  EDGAR?    pleasa  describe  the  software,  hardware,  and 
facilities  management  requirements. 

ANSWER.  The  SEC*s  internal  processing  requirements  are 

for  a  computer  system  that  will  store  all  filings 
"ubmitted,  make  those  filings  available  electronic- 
ally to  interntl  analysts  for  review  aiid  maintain 
a  data  base  of  filings  that  have  been  processed. 

The  SEC  has  no  specific  hardware  in  mind.  How- 
ever, in  general  it  must  have  the  following 
characteristics. 

1.  T*^ere  will  be  two  separate  main'iames  -  one 
for  receipt  processing  and  one  for  internal 
titocessing. 

^.     The  capability  of  storing  approximately  68 
Qig3by^es  of  data  on-line. 

1.     T^e  capability  of  processing  magnetic  tapes. 
Trie  capability  cf  doing  high  speed  printing. 
The  capabill^y  of  accepting  a  v^iiety  of 
(different  CDmmunl  cat  ions  pr<^tocol8 . 

6,     The     apabillvy  of  directly  supporting  approxi- 
mately 500  workstations- 
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Although  some  of  the  software  will  be  custom 
developed,  most  of  it  will  be  generic  off  the 
shelf  packages.     These  will  include: 

1.  A  data  base  management  system. 

2.  A  text  search)ng  and  retrieval  package. 

3.  A  security  package. 

4.  A  job  accounting  package. 

5.  A  performance  monitoring  "^ackage. 

6.  An  internal  and  external  mail  package. 

7.  Data  encryption  software. 

The  facilities  management  requirements  are  for 
the  contractor  to  operate  and  maintain  the  internal 
processing  system  seven  days  a  week  for  approxi- 
mately 14  hours  per  day.     The  number  and  kinds 
of  staff  required  for  this  will  b.   left  up  to 
the  contractor , 
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QUESTION  12b«  At  how  many  locations  in  Washington  and  elsewhere 
will  the  contractor  he  uquired  to  provide  EE)GAR  terninalst 


contractor  will  be  required  to  provide  EEX^AR 
terminals  in  the  SEC*8  Public  Reference  Rooms  in 
New  York  and  Chicago.     It  will  also  be  necessary 
that  terminals  be  provided  to  nine  regional  and 
^ive  branch  offices  as  indicated  below. 
Regions:     Seattle,  Los  Angeles,  Fort  Worth,  Denver, 

Chicago,  New  York,  Boston,  Washington, 

and  Atlanta 

Branchect  Philadelpi  t  Lake,  San  Prancicco, 


ANSWER. 


In  addition  to  the  headquarters  in  Washington,  the 


Houston,  and  Kiani 
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QUESTION  12c> 


What  types  of  oommunications  support  will  be 


needed  to  maintain  the  syste-n  and  connect  all  SEC  locations  to 


EDGAR?  Will  the  SFC  require  private  lines  for  internal 


conunu meat  ions? 


ANSWER. 


The  SEC'r 


reo*'irement  for  communications  with 


remote  locatiors  is  that  a  high  Gpeed,  high 
quality  line  be  used.     It  will  be  left  up  to 
offerors  to  propose  what  kind  of  communications 
link  they  think  will  best  satisfy  this  require- 
ment.    The  only  other  su  oort  required  will  be 
the  communications  soCtware  that  will  presumably 
ue  purchased  off  the  shelf. 

The  SEC  will  not  require  private  lines  for 
1 nternnl  communications  *     The  internal 
coirmunica t ions  will  be  handled  either  through 
some  kind  of  Local  Area  Network   (LAN)  or  direct 
coxi  a  1  connect  1 ons . 
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QUESTION  12d.    What  type  of  internal  controls  and  m:!nagement 
analysis  capabilities  will  the  contractor  b**  required  to  provide 
for  SEC  use?    What  kind  of  non-public  system  processing  will  be 
required,  and  how  much  space  in  EDGAK  will  be  devoted  to  non- 
public information? 

ANSWER^  The  SEC  will  reauire  the  contractor  to  maintain 

a  variety  of  data  to  produce  recurring  management 
reports.     Some  basic  examples  are:     number  and 
kinds  of  filings  received  in  a  given  period  of 
time,  specific  characteristics  of  filings,  internal 
distribution  of  filings,  breakdowns  of  the 
different  methods  of  transmission  used  by  filers, 
etc.     Those  and  otL^r  management  r  ports  will  be 
developed  by  the  contractor  at  the  time  of  initial 
system  implementation.     In  addition,  as  the  system 
evolves  over  time  other  types  of  controls  and 
management  ri      rts  will  be  developed  as  the  need 
ar i  ses . 

The  E{^gar  system  will  employ  a  number  cf 

inteirnal  controls  to  preclude  unauthorized  access. 

First,  the  system  ^ill  be  housed  in  a  physically 

secure  location  with  access  tightly  controlled. 

in  addition,  ac  least  two  levels  of  software  control 

will  be  implemented.     The  first  will  require  positive 

iderjtif ication  by  anyone  attempting  to  sign  on  to 

the  system.     The  second  level  of  software  security 

will  be  user  specific  and  will  require  u^.e  user  to 

input  a  specif  i"  password  known  only  t>  him  or  her. 
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The  only  Kind  of  non-public  system  processing  that 
will  be  required  is  the  storage  and  maintenance  of 
ron-public  dato.     Current  estimates  are  that 
approximately  5%  of  the  Edgar  space  will  be  devoted 
to  non-public  information. 
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SEC  STAFF  RESPONSE  T 
QUESTION  OF  CHAIRMAN  ENGLISH, 
Hearing  of  April  29,  1985 

QUESTION  13.     The  costs  of  supporting  a  data  base  service  include 
the  costs  of  acquiring  and  maintaining  the  data  and  the  cost  of 
the  conmunication  services  used  to  connect  with  users.     For  an 
on-line  data  base  service,  what  percentage  of  revenues  typically 
are  needed  to  pay  the  communications  costs? 

ANSWER .  The  communications  costs  for  a  typical  on-line  data 

base  service  is  usually  20%  to  25%  of  the  revenues 
depending  upon  the  structure  of  the  telecommunication 
capability.     Costs  of  acquiring  the  data  are  estimated 
to  be  15%  to  40%  depending  upon  whether  *.he  service 
purchased  a  data  base  for  resale  or  developed  the  data 
b:ise  on  Its  own.     The  cost  of  processlnq  including 
maintenance  is  estimated  to  range  from  30  to  55%, 
depending  jpon  the  type  of  services  offered. 
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SEC  STAFF  RESPONSE  TO 


QUESTION  OF  CONGRESSMAN  KINDNESS, 


Hearing  of  April  29,  1985 


QUESTION  1«     Can  you  quantify  for  us  the  level  of  activity  under 
the  pilot  system  (in  terms  of  the  corporations  participating 
and  the  numLer  of  filings)?     Do  you  believe  that  level  will 
be  indicative  of  the  participation  in  the  fully  operational 
system? 

ANSWER.  There  are  approximately  150  companies  actively 


participating  in  the  Edgar  pilot  project.  (This 
number  does  not  include  the  12  registered  systems 
u:tder  the  Public  Utility  Holding  Company  Act  of 
1935,  which   include  over  170  reporting  companies 
which  began  electronic  filing  of  documents  under 
that  Act  in  July,  1985.)     From  September  24,  1984 
(the  date  the  first  live  filing  was  received) 
through  July  19  ,   1985,   1  ,241   U/e  electronic 
filings  have  been  received  and  proce'.sed  by  Edgar. 

The  level  of  acfvity  in  the  pilot   is  not  indicative 
of  what  IE  expected  in  the  fi'lly  operational  system 
since  electronic  filing  in  the  pilot  is  voluntary 
and  It  18  anticipated  t^at  participation  in  the 
operational  system  will  be  mano^tory.     The  pilot  was 
designed  to  accommodate  the  filings  by  up  to  1,000 
Registrants,  which  only  represents  approximately 
10  percent  of  the  registrants  filing  reports  with 
le  ComTiission. 
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The  Commission  staff  believes  that  the  operational 
contractor  sale  of  filing  data  will  be  sufficient 
to  allow  the  re- :oup  of  the  $50  'aillion  cost  and 
reasonable  profits. 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CONGRESSMAN  KINDNESS, 
Hearing  of  April  29,  1985 

QUESTION  2.     What  will  happen  should  the  contractor  begin  to 
lose  money?    Who  will  own,  maintain  and  run  the  B^Btem  Bhould 
the  contractor  determine  that  it  is  not  economically  fea 
to  continue? 

ANSWER.  Sven  if  th«  contractor  does  not  recapture  its 

investment,  the  contractor  is  obligated  to 
continue  to  perform      Nevertheless,   if  the 
contractor  breaches  the  contract,  the  Commission 
would  seek  whatever  legal  remedies  it  had  against 
the  contractor.     In  addition,  the  Commission 
woula  examine  a  range  of  options  to  complete  the 
project.     The  spectrum  of  alternatives  extends 
from  requesting  additional  appropriations  to 
continue  the  project,  to  finding  a  contractor 
willing  to  assume  responsibility  for  a  negotiated 
portion  of  the  operational  project  or  to  a  resolic 
t^tion  of  the  contract. 

Under  the  anticipated  cost-sharing  contract,  the 
primary  cost  of  the  Edgar  operational  system  would 
be  borne  by  the  contractor.     These  ^osts  are 
estimated  to  be  $63.2  million  over  7  years,  with  a 
ficcal  1987  cost  of  $18.7  million  and  a  fiscal 
1988  cost  of  $18.8  million-     These  costs  include 
both  SEC  processing  and  rront-end  capital  acquisi- 
tion costs.     In  both  r'iscal  1987  and  fiscal  1988, 
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the  Commission  expects  to  request  appropriations 
of  $1,255,000  to  cover  t*\t.   costs  of  SEC  stAi.^  who 
Will  assist  filers  as  they  convert  to  electronic 
filings  and  who  will  support  the  filing  review 
branches  as  they  are  tramea  in  electronic  process- 
ing.    If,  however*  the  cost-sharing  contract  does 
net  include  SEC  processing  costs,   the  SEC  Edgar 
appropriation    .ould  have  to  be  increased  by  $8 
million  in  fiscal   1987  and  $7.5  million  in  fiscal 
.988, 
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SEC  STAFF  RESPONSE  '^'O 
QUESTION  OF  CONGRESSMAN  KINDNESS, 
Heat-ing  of  April  29,  1985 

QUESTION  3.     Will  there  be  provisions  in  the  fee  structure 
for  those  users  who  would  have   initial  capital  costs  for  the 
technology  lequired  to  participate  in  the  program? 

If   so,   how  will  this  be  determined  and  managed? 

If  not,   are  these  not   inec^uities  which 

should  be  corrected? 

ANSWER.  It   n  not  anticipated  that  filoro  in  the  Edgar 

syst«^m  will  have  significant  capital  co«t s  for 
participating  in  the  program.       In  this  regard, 
one  of  the  most  technically  difficult  aspects  oT  th** 
Edgar  Pilot,  which  has  succeeded,    las  been  the 
receipt  of  filings   from  filers  using  their 
ex  1  St  1 ng  hardwa re  a nd  sof twa re . 

It   also  IS  not  anticipated  that  users  will  incur 
significant  capital   costs  to  access  the  Edgar  data 
b.^ser  because  many  vendors  will  make  the  Edgar  data 
available  on  ^   large  variety  of  equipment.  Thus» 
therf^   IS  no  plan  to  adjust   the  structure  of  user 
fees  for  access  to  the  Ed^ar  data  bAse  for  those 
who   incur     nitial   capital  costs.      Moreo^'e l  , 
electronic  access  to  the  Edgar  data  base  will  be 
in  addition   to  access   ir,  paper  ann  microfiche 
which   IS   the  current  system  of    Ussemin^tion  and 
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wh3ch  win  contiiiue.     Free  access  to  the  data 
base  Will  be  available  in  the  Commission's 
public  reference  rooms.     We  therefore  do  not 
believe  that  there  is  any  inequity  in  not  adjust- 
ing the  fees. 
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SKC  STAFF  RESPONSE  TO 


QUESTION  OK  CONGRKSSMAN  KINDNESS, 


Hearing  of  April  29,  1985 


0U^ESTI0N_4.  Towha*-,  if  any,  extent  will  the  SEC  participate 
in  the  setting  ot  feps? 


price  for  wno lesa le  service,  which   is  the 
aut oma tic  transmission  of  all  publicly  filed 
Edgar  ciocuments.     This  fixe^j  price  will  te  set 
forth   in  the  proposals  and  reviewed  annually. 
It  will  be  based  upon  the  contractor's  costs  of 
service  and  Lhe  public  demand  for  the  service. 


ANSWER. 


The  SEC  will  only  regulate  the  contractor's 
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SEC  STAFF  RESPONSE  TO 


QUESTION  OF  CONGRESSMAN  KINDNESS, 


Hearing  of  April  29,  1985 


QUESTION  5.  Will  the  SEC  have  any  control  over  the  possibility 
of   increases  in  fees? 


any  increaie  in  the  wholesale  subscript  ion  fee , 
Such  an  increase  would  require  a  co'.plete,  in- 
dependently audited  cost  justification  showing 
both  a  need  for   increased  fees  and  an  explanation 
as  to  why  the  co'~tractor  *  s  initial  fee  was 
incorrectly  set.     The  SEC  also  will  continue  to 
regulate  the  price  of  basic  microfiche  and  copy 
servi  ze. . 


ANSWER. 


Yes.     The  contractor  rrust  obtain  SEC  approval  of 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CONGRESSMAN  KINDNESS, 
Hearing  of  April  19,  1985 

QUESTION  6.  Will  the  costs  be  the  sane  for  large  Institutional 
users  as  it  is  for  sma.U  private  users? 

ANSWER.  Yes.     The  cost  of  wholesale  service  will  be  the 

sarae  £or  all  users.     However,   as  a  practical 
mattei,  small  individual  investors  will  iiot  be 
interested  in  wholesale  service  as  it  entails  the 
automatic  transmission  of  all  filings. 

Individual  investors  will  have  free  access  to 
the  Edgar  data  base  in  the  Commission»a  public 
reference  rooms  and  will  continue  to  be  able  to 
pui-rhase  microfiche  and  paper  copies  of  the  filings 
at  nominal  charge,     with  respect  to  off-site 
electronic  acces«<,  the  Commission  believes  that 
the  individual  investor  will  be  better  serviced 
by  the  various  retail  provider3  that  will  develop. 
This  group  likely  will  include  the  various 
information  libraries,  such  as  the  Source, 
Dialog  and  Mead  Lexis/Nexid,  that  already  exist. 
It  will  also  include  large  brokerage  firms 
offering  the  information  as  part  of  a  full 
automated  brokerage  package  (possibly  entailing 
automated  executions,  portfolio  analysis  and 
investment  advice).     A  variety  of  automated 
advisory  services  will  also  bs   likely  to  offer 
the  individual  investor  access  to  Edgar  information. 
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By  pronoting  widespread  unrestricted  conm<^rcl9l 
sale  of  Edgar  information,  the  Commission  will 
ensure  that  the  Individual  Investor  has  a 
choice  of  the  wlde<?t  pOBdible  Edgar-derived 
services,   in  the  widest  range  of  formats,  at  a 
free-market  based  price  that  Is  likely  to  be 
the  lowest  possible.     This  will  also  ensure  the 
least  governmental  intrusion  into  an  existing, 
as  well  as  emerging,  area  of  the  private  sector 
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SEC  STAFF  RESPONSE  TO 
QUESTION  OF  CONGRESSMAN  KINDNESS, 
Hearing  of  April  29,  1985 

QUESTION  7.     Mr.  Shad  stated  that  there  were  approx un?*-e  1/ 
different  manners  of  accessing  the  KDGAR  system.     They  included 
disks,  magnetic  tape,  etc.     f!ow  many  different  vendors  c  :e 
represented  by  these  products? 

ANSWER.  The  85  different  manners  of  accessing  the  Edgar 

system  referred  to  in  Mr.   Shad*  s  statement  related 
to  diskettes  prepared  on  85  different  wo.  d  processors 
or  personal  computers  that  can  be  translated  and 
reformatted  by  " Antaros"  a  mach ine  manufactured  by 
Antares  Corporation.     The  cotal  vendor  population 
represented  by  these  products  are  approximately  50. 
Filings  also  may  be  made   in  the  Edgar  system  using 
«;everal  communication  protocols,   two  public 
networks  and  magnetic  tap3S  prepared  on  many 
types  of  equipment. 
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SEC  STrtFF  RESPONSE  TO 


OUESTION  OF  COHGHEbSKAN  KINDNESC, 


Hearing  of  April  29,  1985 


CUESTION  8.     How  will  the  system  affect  access  to  information 
under  the  Freedom  of  Information  Act?     If  there  is  no  effect 
what   incentive   is  there  for  users  to  pay  any  additional  osts 
abo-/e  that  of  repr  oduct  lon*^ 


undei   the  Freedom  of  Inf ormac ion  Act.  Decisions 
to  release  or  withhold  information  will  continue 
to  DP  made  by  Commssion  pers'^nnol.     The  incentive 
for  users  to  pdy  :or  electronic  access  to  public 
flyings  IS     hat  users  will  have  instantaneous* 
access  to  filings.     This  is  of  parariiount  importance 
because  Com'nission  filings  contain  financial  or 
(^ther  information  whi ch  affects  the  trading 
price  of  securities. 

The  staff    IS  looking   into  tne  legality  of 
proterting  the  contractor  froni  requf-sts  for  the 
entire  data  bas*^  made  undet  the  Fi  oedom  ot 
Information  ^c t ,      If  such  a  requestor  paia  only 
r e pr C)du(  tion  costs  rather  than  th,  shared 
^co  t  with  other  h'u  I  K  purchiSf  r  s  ,   t  h«  va  1 
i:riit.ftHl  by  thp  Cv^n^ract  w^uld  bp  ned . 


ANSWER. 


There  will  be  no  effect  on  access  to  mf ormat ion 
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SEC  STAFF  RECPONSE  TO 
QUESTION  OF  CONGRES<:*'AN  KINDNESS, 
Hearing  nt  Apt il  29,  1985 

QJESTION  9.     If  totally  electronic,  what  provisions  will  be 
made  for  tnose  users  without  the  techr   .ogy  to  access  the 
system? 

ANSWER.  As  noted  above,  the  cjrrent  system  oC  dissemina- 

tion to  the  public  in  paper  and  tnicroCiche  will 
continue.     The  system  will  be  expanaed  under  Edgar 
because  there  will  be  free  public  access  to  Edgar 
termin.ils  in  the  Commission's  public  reierence 
rooms .     This  will  greatly  expand  the  access  of 
those-  who  visit  the  public  reference  rooms  outside 
of  Washington,  D,C.  becajse  while   it  now  takes 
several  days  for  nucrofiche  to  reach  those  public 
reference  rooms,  there  will  be   instanteous  access 
to  electronic  filings  upon  their  acceptance. 
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B.  Letter  From  Chairman  Glenn  Engush,  Government  Informa- 
tion, Justice,  and  Agriculture  Subcommittee,  to  Chairman 
John  S  R.  Shad,  Securities  and  Exchange  Commission,  Dated 
October  23, 1985,  With  Reply  Dated  November  13,  1985 


NtNCTY-NINTH  CONGRESS 

CongrtsB  of  tht  Bratnl  ^tattB 

^mz  of  KqnrtsenudDu 

GOVERNMENT  INFOKMATION.  Jl/STlCC  AND  AGRrCULTURl 
SUBCOMMrmE 
vtm 

CCMMITTU  ON  GCVERNMENT  OPEfUTK)N$ 
»~>4»-C  lUvMM  mm  Omt$  Imum 

WArvrNOTON  DC  20116 

October  23.  1985 


The  Honorable  John  S.  R.  Shad 
Chslnnan 

Securities  and  Exchange  Connil s& Ion 
450  Fifth  Street  NW 
Washington,  DC  20549 

Dear  Mr.  Chalrcian: 

Since  the  Subcomml ttee' a  April  29  hearing  on  electronic 
Information  sy  tens,  we  have  continued  to  mcnltor  the  SEC' s 
progress  toward  Implementation  of  the  2DGAR  dysten 

I  want  to  congratulate  you  on  the  decision  to  release 
a  pre-aollcltatlon  proposal  for  EDGAR  in  July.    Thla  document 
provided  all  IntereJted  parties  with  •  much  clearer  picture 
of  how  EDGAR  will  operate  and  vhat  Is  expected  of  the  EDGAR 
contractor.     Given  the  size,  scope,  and  novelty  of  EDG\R, 
It  is  Important  »-hat  everyone  understand  what  is  Involved. 

As  1  Indicated  to  you  at  the  hearing,  I  did  not  think 
that  the  original  EDGAR  plan  was  realistic.     I  an  pi -ased  to 
see  froD)  the  pre-sollcltatlon  docuioent  tnal  the  SEC  la 
considering  modifications  In  ord-r  to  make  EDCAR  workable. 

From  uy  perspective,  the  n>ost  Interesting  change  In  the 
July  proposal  was  the  Indication  that  the  SEC  was  willing  to 
use  appropriated  funds  to  support  operation  of  the  system. 
This  Is  a  ver/  major  difference  from  the  plan  as  pesented 
before  my  Subcommittee  In  April. 

Subsequent  Informal  contacts  between  the  Subcoumlttee 
and  your  staff  have  suggested  that  the  SEC  la  considering 
additional  major  modifications  to  the  EDGAR  plan.  Possible 
changes  include  an  Increase  in  the  amount  of  SEC  funding  end 
a  -eduction  In  the  amount  of  equipment  that  the  contractor 
irav  be  required  to  supply  to  the  SEC. 
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If  the  EDGAR  plan  is  raodifLed  in  any  significant  way 
from  the  pre-solicitation  document,  I  strongly  recommend  that 
Che  SEC  issue  another  pre-solLcitation  document  for  public 
comment.    An  additional  comment  period  will  help  to  maximize 
understanding  of  the  SEC* s  new  plans  and  to  minimize  confusion 
among  potential  bidders.    Once  a  formal  RFP  is  issued,  the 
limitations  of  the  procurement  process  will  prevent  contact 
between  the  SEC  and  bidders.     It  would  be  unfortunate  if  a 
lack  of  bids  or  subsequent  bid  protests  resulted  in  additional 
delays  in  the  future. 

I  also  recommend  that  the  SEC  reconsider  the  plan  to 
eliminate  paper  filings  as  soon  as  EDGAR  is  operational. 
There  are  many  people  who  now  rely  on  the  paoer  filings,  and 
they  should  be  given  a  reasonable  period  to  make  a  transition 
to  the  new  system.    The  changeover  to  EDGAR  will  be  complex 
in  any  event,  but  the  maintenance  of  a  dual  system  for  a 
period  of  time  w.ll  allow  everybody  to  ease  into  the  new 
technology. 

It  is  also  important  that  a  backup  system  be  maintained 
for  a  significant  period  of  time  to  ensure  against  the 
forseeable  confusion  of  new  equipment  as^we^-l  as  unforseen 
failures.     Even  a  brief  failure  of  EDGAR  could  be  disastrous 
if  a  complete,  operational  backup  systfem  were  not  available. 
Continuation  of  paper  filings  for  a  re;iSonabJe  period  of  time 
is  the  best  way  to  achieve  both  of  these  objectives. 

Thank  you  for  your  consideration  of  my  sug^^^jtions . 
The  Subcommittee  will  be  continuing  its  work  on  electronic 
information  systems,  and  we  look  forward  to  continued 
cooperation,  with  you  and  your  staff. 


Sincerely , 


Glenn  English 
Cha Irman 


JJSAJIAVA  Y*?00  T83a 
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SECURITIES  AND  EXCHANGE  COn.MISSION 


WASHINGTON    J  C 


omcK  or 

THC  CMJklllMAN 


NOV  u  w 


T^ve  Honorable  Glenn  English,  Qiaiman 
Subooninittee  on  Govemnent  Information, 

Justice,  and  Agriculture 
Ocnmittee  on  Goverment  Operations 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Quaman  Owlish: 

ThiB  is  in  response  to  your  letter  of  October  23,  1985   regarding  procureroent 
of  the  operational  Edgar  system.    As  you  noted,  the  Oaimission  t-s  nodifying 
Its  initial  oystem  design.    To  ensure  that  all  interested  parties  ar<»  awire 
of  dfcisions  thtit  have  been  made  in  re^xnse  to  oonrnenti*  received  resF'xniing 
the  pre-solicitation  docunent,  a  sixntnary  release  describing  ciwnges  to  the 
Request  for  Proposal  will  be  published  in  the  Federal  Register  next  v>e^-. 
In  addition,  a  meeting  of  all  parties  interested  in  the  Bdgar  operational 
system  will  be  held  in  the  near  future  to  discuss  recent  ciMuages  to  the 
proposed  RFP  and  elicit  further  oonnents. 

The  operational  systan  will  provide  for  investors  to  receive  paper  either 
directly  fran  Bigar  or  by  blowing  ^>acJc  mic.Dfiche.    It  will  be  possible  for 
paper  created  fron  an  electronic  filing  to  be  available  within  raimitee  anyv*»ere 
within  the  United  States.    It  is  also  assunied  that  investors  will  continue  to 
receive  paper  copies  of  filings,  e.g.  prospectus  and  proxy  raat*'rial,  directly 
fron  the  issuers.    A  paper  filing  will  be  required  of  filers  ftlong  with  the 
official  electronic  filing  for  their  initial  six  months  on  the  systan  in  order 
to  provide  the  dued  assuredness  discussed  in  your  letter. 

Steps  are  now  bein^  taken  to  inprorve  the  readability  of  EkJgar  pilot  n-AcrofiAe 
by  reducing  the  nurber  of  lines  per  page  fron  100  to  66.    Beginning  in  Deoentoer, 
the  duality  level  will  be  highar  than  the  ordinary  nucrofic±ie-to-paper  process, 
eliminating  fuzzy  oopies  produced  from  existing  Edgar  microf^ciie. 

Enclosed  18  tJ-.e  oopy  of  a  letter  I  recently  sent  to  Chairnan  Dingoll  v*uch 
describes  tnDdificatima       the  operational  Bdgar  system  in  greater  detail. 


sincerely  yours. 


3  J?/ 
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UNfTCD  STATU 

SECURITIES  AND  EXCHANGE  COMMISSION 

WASHINGTON.  DC  2054B 


October  30,  1985 


ERLC 


The  Honorable  John  D.  Dingell 
ChairMen 

Ccsnmlttee  on  Energy  end  CoBU»erce 
U.  S,  %ouee  of  Repreeentetives 

WasnlngConr  D.C.  20515 

Deer  Cheinten  Dingell t 

As  dlecueeedr  we  have  aade  tone  najor  changes  in  the  Edgar 
electronic  disclosure  systen  in  response  to  concerns  previously 
raised. 

As  originally  proposed,  the  entire  cost  (including  the 
Conunission's  internal  receipt  and  processing  systems  and  work 
stations)  would  have  been  put  out  for  competitive  bids.  The 
contractor  would  recoup  its  cost  and  a  reasonable  return  on 
the  investjaent  through  user  fees,  approved  and  monitored  by 
the  Comission. 

ihe  Connittee  Report  indicatid  that  such  a  "no  cost"  conttact 
"would  enable  the  Commission  to  avoid  the  authorisation  and 
appropriations  process  of  t-he  Congress." 

The  Ccsnifliission  therefore  pians  to  revise  the  Request  For 
Proposal  (RPP)  to  indicate  th'%  Ccunission's  willingness 
to  assume  responsibility  for  funding  the  internal  processing 
system  and  work  stations,  subject  to  Congressional  authorisa- 
tions and  Appropriations. 

The  contractor  will  be  obligated  to  finance  the  dissemination 
system.    The  Commission's  contribution  (preliminarily  estimated 
to  range  from  $30  to  $40  million,  depending  on  the  bids  received) 
will  be  paid  over  the  sevr^n-year  l«fe  of  the  contract. 

AS  you  know,  i..  «he  last  three  fiscal  years,  registration  and 
o*:her  fees  have  exceeded  the  Commission's  buaget  by  about 
$70  million.     Fiscal  1986  fees  are  expected  to  exceed  the 
budget  by  about  $30  million*    Thus,  such  fees  in  excess  of  the 
budget  are  much  more  than  adequate  to  fund  the  Commission's 
portion  of  the  coct  of  the  syjter. 

The  RFP  will  slso  require  b.dders  to  address  how  any  conflicts 
of  interest  will  be  avoided.    This  will  be  one  of  the  many  areas 
csrefully  reviewed  in  the  light  of  the  spirit,  as  well  ss  the 
letter  of  the  law  and  perceptions,  before  the  contract  is  awaided. 
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Th«  donor abl*  John  D.  Dingell 
P«ge  Tvo 


Alio,  as  discussed  with  you  and  your  staff  earliar  this  year, 
the  Conission  released  a  pre-solicitetion  docuawnt  on  the 
contenpleted  operational  Edgar  systea      Fi^hteen  responses 
were  received.    Based  upon  those  coawv  a  Ccnnittae 

Report  and  the  changes  suggested  above,  following 
■odif ications  in  the  procurement  process  anO  operational 
system  pre  contempleted t 

o    Image  processing  is  being  deferred  et  this  time, 
because  the  present  technology  would  impone 
exorbitant  coet  on  filers  and  the  8EC.    The  sffect 
will  be  minimal  beceuse  financial  information  from 
annual  reports  to  shereholders  will  be  included  in 
lOKs. 

o    Transition  from  the  pilot  to  the  operational  lystem 
ha J  b^en  expanded  from  six  to  nine  months  in  order  to 
provide  e  long-^r  parallel  operetion  and  ensure  system 
reliability. 

o    The  time  anticipated  to  cor./ert  all  filers  to  Edgar 
has  been  expanded  from  2  to  3  years,  in  jrder  to 
provide  greater  assistance  to  filers  in  the  transition. 

o    Bidders  will  be  given  120  dayr  to  rr-jpond  to  the 
operation  of  RFP. 

o    The  time  for  SEC  consideration  of  the  bids  will  be 
90  days. 

o    Two  full-time  procurement  specialists  hav«  been  added 
to  assure  full  compliance  with  all  regulations  in 
awarding  t.'ie  operational  RFP. 

I  would  appreciate  any  comments  or  suggestions  during  the  coming 
week.    In^  following  week  the  Coeuniss ion's  Executive  Director 
and  Comptroller  will  brief  the  House  end  Senate  Appropriations 
Su'^eonuni trees  on  the  change  in  the  proposed  financing  of  the 
operational  system.    Then  the  fu.U  Commiseion  will  consider  the 
RFP.     It  is  anticipated  that  the  RFP  will  be  released  during 
November  with  bids  dve  in  March  1986. 

You  and  your  staff  will  be  kept  i-»formed  as  we  progress  to  a 
system  which  will  significantly  improve  the  efficiency  and 
fairness  of  the  securities  markots  and  the  Coiumission* s  ability 
to  discharge  its  Congressional  mandate. 


Sii 
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APPENDIX  2  — ADDITIONAL  INFORMATION  SUBMITTED  BY 
THE  NATIONAL  LIBRARY  OF  MEDICINE 

A.  Letter  From  Dr.  Donald  A.B.  Lindberg,  Director,  National 
Library  of  Medicine,  Dated  December  12,  ^985,  Transmitting 
Repues  to  Questions  From  Chairman  Glenn  Engush 


Hon.  Glenn  English,  Chairman 
Govtrnment  Information,  Justice, 

and  Agriculture  Subconmlttee  of  the 

Coflwlttee  on  Government  Operations 
B-349-C  Rayburn  House  Office  Building 
'i.S.  House  of  Representatives 
Washington.  D.C.  20515 

Dear  Mr.  English. 

I  am  pleased  tf^  provide  writien  arswers  to  the  questions  posed  in  your 
letter  of  October  2B,  1985  following  the  Subcomnittee's  hearing  on  the 
Electronic  Filing  and  Dissemination  of  Information  by  Federal  Agencies 

I  want  to  thank  you  for  the  opportunity  to  appear  before  your  Sub- 
cofimittee  and  present  testimony  relating  to  th3  National  Library  of 
Medicine's  MEDLARS.    I  hope  this  additional  ii.fonnation  will  clarify 
son-.e  of  the  issues  we  discussed. 


DEPARTMENTtF  HEALTH  «i  HUM  AN  SERVICES 


PMiC  Htatth  S*rv4C« 


Hation*!  tocAvrtM  of  HMht> 
Nvtionei  Ubrary  of  Midlcirw 
BMhMdt  MO  2020« 


(December  12,  19u5] 


Oonald  A.B  Lindberg,  M.D. 
Dirpctor 


Attif  hinents 
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QUESTIONS  FOR  DR.  DONALD  A.B.  LINOBERG 
FROM  THE 

SUBCOMMITTEE  ON  GOVERNMENT  INFORMATION,  JUSTICE,  AND  AGRICULTURE 


1.  Question:    In  your  statement,  you  referred  to  "cooperatns  efforts 
with  the  commercial  sector,"  including  "distribution  of  database  subsets 
cn  video  discs"  and  "new  and  innovative  products  and  services."  Please 
provide  more  details  on  these  new  prori'jct«^  and  services. 

Answer:    Since  initiating  online  MEDLARS  services,  NLM  has  provided 
access  directly  to  its  databases  from  its  own  computer  resources  or  by 
making  tapes  of  the  databases  available  through  leasing  them  to  commer- 
cial vendors.    Because  of  the  size  of  the  NLM  databases,  tape  dis- 
tribution has  been  limited  to  organizations  having  major  computer 
resources.    With  the  development  of  sophisticated  mini-and  microcompu- 
ters It  hLS  become  feasible  for  individual  users  and  organizations  with 
smaller  computers  to  set  up  local  retrieval  capabilities  for  files  of 
substantial  size.    The  Library  has  therefore  decided  to  make  it  possible 
to  mount  subsets  of  MEDLARS  on  personal  or  institutional  computers.  NLM 
has  developed  a  subset  policy  and  license  agreement  through  which 
portions  of  the  total  MEDLARS  database  can  be  made  available  to  the 
Library's  domestic  users.    NLM  received  a  number  of  requests  from 
entrepreneurs  who  want  to  create  subsets  on  videodiscs,  package  them 
with  hardware  and  software,  and  market  them.   NLM  discussed  collabora- 
tive arrangements  with  them  and  is  entering  into  experimental  agreements  ♦ 
that  grant  the  vendor  a  nonexclusive  right  to  copy  at  his  expense  and  to 
market  and  distribute  conmercially,  optical  disc  systems  containing  the 
content  of  the  MEDLARS  databases.    The  project  will  make  it  possible  to 
evaluate  the  utility  of  and  the  market  for  NLM  data  distributed  on 
optical  disc  systems  by  other  organizations.    To  date,  three  companies 
have  signed  agreements  with  NLM  and  several  others  have  expressed 
interest. 

2.  Question:    Mr.  Lanman  Indicated  that  he  thou.iht  that  NLM's  statute 
qualified  under  the  User  Fee  statute  as  another  lew  that  prescribes  a 
different  basis  for  establishing  fees.    Please  supoly  a  complete  legal 
analysis  for  this  conclusion. 

Answer:    Under  section  382(c)  of  the  Public  Healt'i  Service  Act  (42 
U.S.C.  277(c)),  the  National  Library  of  Medicine  may  charge  for  its 
publications,  materials,  facilities,  or  services.   Thi<;  section  author- 
izes the  Secretary  of  Health  and  Human  Services  to  prescribe  rules  under 
which  the  Library  will  provide  copies  of  its  publications  or  materials, 
and  make  available  its  facilities  or  services,  to  public  and  private 
agencies,  organization*^  and  individuals.   As  further  stated  in  the 
statute:    "Such  rules  i  y  provide  for  making  available  such  publica- 
tions, materials,  facilities,  or  services  (1)  without  charge  ar  a  public 
service,  or  (2)  upon  a  loan,  exchange,  or  charge  basis,  or  (3)  In 

appropriate  circumstances,  under  contract  arrangements  "  This 

section  was  enacted  on  August  3,  1956  by  Public  Law  941,  70  Stat.  960. 
The  pertinent  legislative  history  states: 
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"The  Conmttee  expects,  insofar  as  feasible 
and  xaking  into  account  accepted  library 
practice,  that  such  charges  will  be  levied 
when  the  services  to  be  rendered  '^r  the 
materials  or  facilities  to  be  made  available 
are  other  than  routine  and  cbviously  and 
clearly  convey  a  specia"" ,  identifiable,  added 
benefit  to  such  non-pub' ic  agency, 
organization,  institution,  or  individual  and 
that  such  charges  will  be  reasonable  in  the 
light  of  the  cost  and  the  limited  usefulness 
to  the  public  of  the  particular  materials, 
facilities,  or  services  involved.  This 
provision,  however,  is  not  to  be  construed  to 
deny  the  libiary  the  right  to  decline  to 
undertake  bibliographical  or  other  tasks  of 
unusual  scope  or  magnitude  for  individuals  or 
agencies  outside  the  Federal  Government 
whenever  such  tasks  are  not  clearly  and 
predominantly  in  the  public  interest,  or 
whenever  the  resour'^es  und  scnedule3  of  tne 
Library  will  not  permit  thu  assumption  of 
such  tasks."    Senate  Report  No.  2071,  84th 
Cong. ,  2d  Sess. ,  p.  3  (1956) 

Consistent  with  this  statute  and  its  legislative  history,  the 
Secretary  of  Health  and  Human  Services  has  issued  r  lulations,  a*, 
42  CFR  ^  4.5(d),  providing  that  the  Director  of  the  Library  may,  in 
accordance  with  schedules  available  at  the  Library  on  request, 
charne  fees  reasonably  designed  to  recover  all  or  a  portion  of  the 
costto  the  Library,  including  personnel  costs,  or  providing  any 
reference,  bibliographic  or  reprodiCtion  services,  including 
specifically  the  cost  of  providing  access  to  the  MEDLARS  tapes. 
This  paragraph  states  in  pertinent  part:    "Such  fees  shall  be 
charged  only  where  the  nature  of  service  in  question  is  beyond  that 
normally  provided  to  the  general  public  or  health  sciences  pro- 
fessionals, or  where  library  resources  are  limited  or  unduly 
taxed." 

The  User  Fee  Statute,  31  U.S.C.  9701,  authorizes  the  head  of  each  agency 
to  prescribe  regulations  establishing  the  charge  for  a  service  or  thing 
of  value  provided  by  the  agen:y.    Each  charge  must  be  fair  and  based 
upon  the  cost  to  the  Government,  the  value  of  the  service  or  thing  to 
the  recipient,  the  public  policy  or  interest  served  and  other  relevant 
facts.    Paragraph  (c)  provides  that  the  statute  does  not  affect  a  law  of 
the  United  States:    "(1)  prohibiting  the  determination  and  collection  of 
charges  and  the  disposition  tf  those  charges;  and  (2)  prescribing  bases 
for  determining  charges,  but  a  charge  ma>  be  redetermined  under  this 
section  consistent  with  the  prescribed  bases,"    This  provision  and  the 
other  substantive  provisions  of  the  statule  "lave  been  retained  virtually 
without  change  since  t.hey  were  enacted  in  1951  as  part  of  the  Indepen- 
dent Offices  Appropriation  Act  of  1952  (P.L.  137,  Approved:    Auqust  31, 
1951.)    The  House  Report  (No.  384  on  H.R.  3880,  82d  Cong.,  1st  <^ess.), 
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refers  to  studies  by  other  connnttees  of  Cong  e^s  and  i  dicates  that  the 
User  Fee  Statute  was  enacted  pending  more  specific  legislation  as  a 
result  of  such  studies.    The  provision  apparently  was  viewed  as  a 
temporary  measure,  "which  would  authorize  and  encourage  the  charg- 
ing...of  fees  to  the  extent  pennitted  under  present  basic  Uws,  but 
which  in  no  way  conflict  with  studies  now  under  way  to  effect  changes  ir 
such  basic  laws.**    (p.  3  of  H.R.  Rep.  No.  384.} 

Based  upon  the  plain  language  of  31  U.S.C,  {9701(c)(2)  and  the  pertinent 
legislative  history,  it  is  clear  tha    the  User  Fee  Statute  was  not 
intended  to  Interfere  with  more  specific  statutes  authorizing  the 
imposition  of  fees;  th"s,  the  Us'jr  Fee  Statute  is  not  intended  to 
preermpt  such  specific  lass,  but  rather  to  exist  concurrently  with  those 
laws  {note  the  language  that  a  charge  mdy  be  redetermined  under  ^^f*  "ser 
Fee  Statute  consistent  with  the  basis  for  a  charge  prescribe  - 
specific  statute).    While  the  Library's  specific  authority  fo  .aing 
fees,  42  U.S.C.  276,  does  not  explicitly  prescribe  a  basis  for  .etermln- 
ing  charges,  its  legislative  history  does  prescribe  a  rule  of  reason- 
ableness and  establish  boundaries  for  the  imposition  of  charges,  bound- 
aries which  are  more  explicitly  stated  in  the  regulations  governing  the 
operation  of  the  National  Library  of  Medicine.    Given  the  general  nature 
of  the  User  Fee  Statute,  the  specific  nature  of  the  authority  of  the 
National  Library  of  Medicine  to  impose  charges  for  Us  materials  and 
services,  the  specific  expressions  o^  congressional  intent  that  the  User 
Fee  Statute  was  not  intended  to  preempt  such  specific  statutes,  the  fact 
that  the  NLM  authority  was  enacted  after  the  User  Fee  Statute  with  no 
indication  o*"  an  intent  that  it  was  to  be  limited  by  that  statute  and 
the  generally  accepted  rule  that  statutes  are  to  be  construed  to  elimi- 
nate any  potential  conflict,  it  is  reasonable  to  conclude  that  the 
Director  of  the  National  Library  of  Medicine  may,  in  determining  what 
charges  to  impose  for  cccess  to  MEDLARS,  follow  the  rule  of  reasonabU- 
ness  re*"erred  to  in  the  legislative  history  of  the  NLM  authority  or  may, 
consistent  with  the  language  in  31  U.S.C.  9701(c)(2)  determine  the 
charge  on  the  basis  of  the  factors  prescribed  in  that  section,  because 
such  a  determination  would  be  cor  si  stent  with  the  reasonableness  basis 
of  the  specific  NLM  authority. 

3.  Question:    You  indicated  that  fees  for  NLM  products  and 
services  are  based  on  recommendations  of  the  Board  of  Regents. 
Please  provide  documentation  (minutes  or  transcripts  of  meetings, 
position  papers,  resolutions,  etc.)  of  the  recommendations  of  the 
Board  on  which  current  fees  are  bas3d. 

An-^wer-    Documentation  attached. 

4.  Question:    You  indicated  that  it  would  be  "in  violation  of  the  use 
statute"  to  give  away  the  MEDLARS  tapes.    In  light  of  the  provisions  of 
42  U.S.C.    276(c)  and  the  conclusions  of  Mr.  Lanman  that  the  User  Fee 
statute  IS  not  applicable  tc  NLM,  please  explain  your  conclusion. 

Anbwer:    Both  of  the  statutes  and  their  legislative  history  leave 
no  doubt  that  the  imposition  of  charges  lies  within  the  discretion 
of  the  Secretary  and  the  Director  of  the  National  Library  of 
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Medicine.    Accordingly,  it  woula  be  more  accurate  to  state  that  a 
failure  to  impose  charges  for  the  MEDLARS  tapes  would  be 
inconsistent  with  the  congressional  intent  reflected  by  the  User 
Fee  Statute  and  the  specific  NLM  authority  for  the  imposition  of 
charges,  because  the  materials  and  services  made  available  are 
other  than  routine  and  obviously  and  clearly  convey  a  special, 
identifiable,  added  benefit  to  those  receiving  access  to  the 
MEDLARS  database. 

5.    Question:    You  stated  that  NLM  wants  to  be  certain  that  the 
quality  of  the  services  provided  by  those  who  lease  tapes  is 
suitable  and  that  the  integrity  of  the  database  is  maintained.  You 
also  expressed  concern  about  the  possibility  that  someone  might 
"initiate  a  service  which  we  weren't  aware  of,  couldn't  monitor, 
couldn't  guarantee."    a)  Does  NLM  have  a  statutory  obligation  to 
oversee  the  use  of  the  MEDLARS  database?  If  30,  what  steps  does  NLM 
tdke  to  review  uses  of  the  database?   Does  the  obligation  extend  to 
reviewing  use  of  the  non-electronic  database?  b)  Does  NLM  actively 
monitor  the  services  offered  by  those  who  lease  tapes  in  order  to 
make  certain  that  new  information  is  made  available  iiimediately? 
Please  e:  plain  in  detail  how  any  such  monitoring  is  conducted,  c) 
Are  the  users  of  MEDLARS  unable  on  their  own  to  distinguish  between 
a  service  that  offers  an  up-to-date  database  and  one  that  does  not? 
Is  there  some  reason  why  a  ^ree  .narket  in  the  MEDLARS  database 
would  not  force  all  sellers  of  services  to  make  the  newest  informa- 
tion available  as  soon  as  possible? 

Answer:    The  NLM  believes  it  has  an  inherent  responsibility  to 
maint      '  i  quality  and  integrity  of  its  databases.  This 
resp'         ity  derives  from  the  Library's  statutory  purpose  ..."to 
assisi       ,he  advancement  of  medical  and  related  sciences... to  aid 
in  the     ^semination  and  exchange  of  scientific  and  other 
information  important  to  the  progress  of  medicine  and  the  public 
health..."  To  be  truly  useful  in  the  fulfillment  of  this  stated 
purpose  the  imprimatur  of  the  NLM  on  its  prodi'Cts  must  be  a 
guarantPOr  of  the  accuracy  of  their  content. 

While  NLM  cannot  monitor  every  ttep  in  the  private  sector's  use  of  WLM 
tapes,  It  can,  through  its  licensing  agreements ,  exercise  an  element  of 
duality  control  tc  assure  the  integrity  of  its  databases.  "Inte- 
grity" of  a  database  has  three  components;  accuracy,  completeness 
and  currency.    NLM  must  be  concerned  with  each  when  it  licenses  the 
private  sector's  use  of  its  tapes.    For  example,  every  biblio- 
graphic entry  made  v.  MciLine  is  verified  by  NLM  staff.    If  a 
private  sector  licensee  wanted  to  create  a  database  from  the 
merging  of  citations  from  numerous  sources,  including  MedLine,  the 
integrity  might  be  compromised  with  regard  to  accuracy.    If  the 
private  sector  vendor  decided  on  the  basis  of  the  economics  of  his 
business  to  eliminate  from  the  database  those  citations  which  had 
not  been  called  for  in  the  lait  six  monchs,  the  ir.tegrity  would  be 
rompiomised  with  regard  to  completeness.    In  a  similar  manner,  if 
for  economK  reasons  the  vendor  decided  to  update  the  d-i+abase  only 
twice  a  year,  the  integrity  would  be  compromised  with  regdr  1  tn 
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currency.   While  in  the  long  run  these  violations  of  the  integrity 
of  the  database  would  probably  become  recognized  by  the  ultimate 
user,  this  might  take  a  considerable  length  of  time.    In  some 
Instances,  even  years.    During  that  time,  conside^'ible  damage  could 
result  not  only  to  the  individual  wKo  failed  to  retrieve  the  most 
current  information,  but  also  to  the  public  whose  confidence  in  the 
integrity  of  a  database  bearing  the  NLM  imprimatur  becomes  shaken. 
Once  that  happens,  NLM's  ability  to  carry  out  its  mandate  is 
severely  compromised. 

It  is  for  this  reason  that  NLM  wherever  possible,  takes  great  care  to 
assure  the  integrity  of  the  database.    It  is  why  even  in  our  experi- 
mental agreements  with  the  private  sector  use  of  the  optical  disc  that 
the  agreement  spc- ificelly  states  that  although  "the  commercial  orga- 
nization shall  be  permitted  to  offer  MEDLARS  databases  and/or  portions 
thereof  together  with  other  databases  so  that  value  i3  added  to  the 
resulting  product,  the  NLM  reserves  the  right  to  review  and  approve  such 
combinations  prior  to  release." 

In  addition,  the  system  that  delivers  the  database  mjst  not  distort 
the  integrity.    A  system  that  mounts  the  comolete  database  but  uses 
retrieval  software  that  can  only  retrieve  a  fraction  of  the 
database  compromises  its  integrity  just  as  surely  as  if  the  whole 
database  had  not  been  mounted  in  the  first  place. 

6.    Question:    You  agreed  to  provide  the  Subcoimiittee  with  a 
breakdown  of  the  cost  of  operating  MEDLARS.   As  part  of  this  data, 
please  list  separately  the  direct  cost  to  NLM  of  producing  a  copy 
of  the  MEDLARS  database  on  tape  and  direct  cost  of  operating  the 
online  service  for  paying  customers.    In  order  to  show  that  NLM  is 
not  making  a  profit,  please  show  how  the  costs  and  revenues  are  in 
balance. 

Answer:    NLM  pricing  policy  for  its  MEDLARS  products  end  services 
seeks  to  recover,  in  the  aggregate,  the  full  cost  of  accessing  the 
system,  plus  (effective  April  1,  1985)  from  the  foreijn  users  a 
proportionate  share  of  the      t  of  creating  the  datab  se.    NLM  does 
not  seek  to  recover  the  direct  (arcess)  costs  of  proouCing  MEDLARS 
related  publications,  for  we  have  no  control  over  their  price-- 
which  is  set  by  6P0.    Below  are  the  latest  available  cost  data: 


The  access  cost  of  online  services  ^nd  tapes  is  $6.6  million.  This 
amount  is  thus  the  targe*  figure  for  our  user  charge  collections  in 
FY  1984.    Included  in  these  aggregated  access  costs  are:  personnel, 


FY  1984  MEDLARS 
Cost  Breakdown 
(dollars  in  thousands) 


Data  Creation 

Access  Costs  (incl.  publications) 
Total 


$5,519 
7,331 
$12,850 
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materials,  equipment,  and  services  associated  with  computer  systems 
support,  telecommunications,  network  management,  training,  related 
supplies  including  blank  tapes,  royalty  payments,  postage,  printing, 
travel  (relating  to  online  system  operations)  plus  all 
administrative  o'\rhead  and  indirect  costs,  including  billing, 
collecting,  and  accounting. 

The  annual  direct  cost  to  reproduce  and  distribute  the  MEDLINE  database 
and  associated  Medical  Subject  Heading  vocabulary  file  on  tape  is 
approximately  $10,000.   This  includes  monthly  update  tapes  as  well  as  a 
complete  replacement  copy  of  tne  data  from  1966  to  the  prerent  to 
reflect  changes  made  to  the  records.    The  direct  (access)  cost  of 
providing  online  services  (excluding  those  databases  with  proprietary 
data  for  which  an  additional  royalty  charge  is  levied)  is  approximately 
$20/ connect  hour. 

In  FY  1984,  approximately  $7  million  in  MEDLARS  revenues  were  collected. 
This  is         above  the  actual  online  and  tapes  access  cost  of  approxi- 
mately $6.6  million  described  above.    However,  it  is  difficult  to 
predict  more  precisely  than  this  how  revenue  will  compare  to  cost, 
and  the  Board  of  Regents  of  the  National  Library  o^  Medicine  have 
racommended  keeping  prices  stable. 

The  reason  NLM  returns  MEDLARS  user  charges  to  the  Treasury,  yet  makes 
no  profit,  is  because  some  of  the  access  costs  are  paid  through  the 
Library's  appropriation  (e.g.,  personnel  and  computer  system  support) 
while  some  are  paid  directly  from  revenues  (e.g.,  telecommunications, 
royalty  fees).    In  effect,  therefore,  we  return  to  the  Treasury  an 
amount  approximately  equal  to  the  access  costs  which  are  provided  for  in 
our  annual  appropriation.    For  FY  1984,  the  amount  returned  to  the 
Treasury  was  $3,300,000. 

7.  Question:  NLM  useL  National  Technical  Information  Service  to 
market  MEDLARS  services.  Please  describe  the  arrangement  between 
NTIS  and  NLM,  the  flow  of  funds,  and  the  reasons  why  NLM  finds  it 
necessary  or  convenient  to  ^se  NTIS.  Provide  citations  to,  and 
explanations  of,  any  statutory  authorization  for  the  use  of  NTIS. 
Could  NLM  perform  for  itself  the  services  that  NTIS  performs?  If 
not,  why  not? 

Answer:    Since  1976,  NTIS  has  performed  billirg,  collecting,  and 
accounting  functions  related  to  the  usage  of  NLM's  MEDLARS 
services.  Under  the  terms  of  the  agreement  NTIS  is  permitted  to 
retain  a  percentage  of  the  MEDLARS  user  fees  it  collects  to  defray 
its  costs. 

NTIS  bills  MEDLARS  users,  collects  their  payments,  and  maintains 
accounting  records.    As  authorized  by  NLM,  payments  to  contractors  for 
costs  not  provided  for  in  the  NLM  appropriation  are  made  directly  by 
NTIS  utilizing  user  charges  collected;  revenue  balances  are  authorized 
by  NLM  for  return  to  the  U.S.  Treasury, 


ERIC 


403 


This  mechanism  has  worked  quite  satisfactorily.    NLM  first  began  using 
NTIS  for  MEDI  ARS  brokerage  services  after  a  study  was  conducted  by  the 
Department  s  Inspector  General.    The  authorizing  legislation  cited  by 
NTIS  for  engaging  in  MEDLARS  brokerage  services  for  the  NLM  and  other 
Federal  agencies  is  15  U.S. Code  1151-11:7  and  1525-1527. 

NLM  does  not  presently  have  the  necessary  personnel  that  would  be 
required  to  perform  billing,  collecting,  and  accounting  services  for  the 
more  than  3,000  MEDLARS  user  accounts,  nor  dees  it  have  the  necessary 
revolving  fund  mechanisms. 
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III.    USER  CHARGES  FOR  ONLINE  SERVICES 

Consistent  with  the  National  Library  of  Medicine  Act  (Section 
383),  the  NIM  Board  of  Regents  has  established  a  domestic  pricing 
policy  coMlttIng  NLM  to  recover  costs  associated  with  the  provision 
of  services.    Such  costs  Include  coenuni cat Ions,  coaputer  services, 
training,  and  reljted  Indirect  costs.   The  Board  of  Regents  has 
delegated  to  the  Director  of  the  National  Library  of  Medicine  the 
authority  to  set  prices  at  the  level  required  to  ensure  -effective 
and  efficient  management  of  the  system  and  the  authority  to  establish 
priorities  for  users.    To  the  extent  oractlcable,  such  costs  rKovered 
from  member  Institutions  wlU  be  Independent  of  their  geographic 


The  Library's  basic  position  on  cost  recovery  Is  that  the  user 
coMnunlty^-blomedlcal  researchers,  educators,  health  practitioners, 
and  students— should  share  1r  the  cost  of  providing  online  access  to 
NLM's  databases.   Specif  lean.,  the  Library  believes  that  It  should 
bear  the  cost  of  generating  the  c:«tibase.  Just  as  It  alw^  has  done 
In  order  to  carry  out  the  directive  of  the  NLM  Act.   Over  and  above 
the  costs  associated  with  basic  NLM  functions,  the  Library  believes, 
the  biomedical  user  conpunlty  should  be  assessed  fair  md  reasonable 
charges  for  services.   Tne  Library  adheres  to  the  view  that  all  users 
should  have  equal  access  to  NLM  services  and  that  all  types  or 
sectors  of  users  should  pay  the  same  price  or  charge  for  services. 
Equal  treatment,  shared  c..>ts.  and  fair  prices  are  the  three  legs  on 
Mhlch  NLM  policy  rests. 

This  user  charge  policy  is  consistent  w'fth  NLM  legislative  Authority. 
Federal  policy,  the  intent  of  the  Congress,  the  findings  of  the 
General  Accounting  Office  (1982),  and  the  recommendations  of  the  Board 
of  Regents. 

Charging  Pol ,cy 

NLM  should  charge  for  providing  online  access  to  databases  on  the 
NLM  cowputer  system.    The  charge  should  be  based  on  recovering  the 
full  cost  to  NLM  for  providing  access  to  databases  on  the  NLM 
computer  system  and  should  not  include  the  cost  of  database  generation 
and  maintenance. 

Cost  Elements 

Cost  elements  should  include  personnel,  materials  and  services 
associated  with  the  following:    telecommunications  between  the 
computer  system  and  U.S.  user  temlnals;  computer  usage;  online 
network  management;  training  of  personnel  operating  online  services; 
preparation  and  distribution  of  manuals  and  training  materials; 
accounting  and  billing  for  online  services.    Cost  elements  should 
also  Include  the  associated  administrative  overhead  costs  such  as: 
printing,  postage,  travel  and  indirect  costs  as  reflected  In  the  NIH 
management  fund  (covering  items  such    as  plant  usage  and  maintenance 
costs,  guard  services,  engineering  services,  etc). 


Approved  by  NLM  Board  of  Regents 
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Charging  Formula 

Tht  basis  for  establishing  charges  shoulc^  be  the  same  for  all 
doatstic  users.  Independent  of  geographic  location  and  comiierclal  or 
Pdn^coNMrclal  status.    The  formula  for  charging  users  may  Include: 
connect  hours,  computer  resource  units,  printing,  display  of  Infor* 
matlon,  stored  data,  telecommunications,  manuals,  and  training 
materials  and  activities.    In  addition  use  charges  and  minlmums  may 
be  charged  as  appropriate. 

Disposition  of  Funds 

Excess  funds  should  be  returned  to  the  U.S.  Treasury  In  accordance 
with  U.S.  government  requirements. 

Establishment,  Changes  and  Review  of  Policy 

Recommendations  regarding  pricing  policy  and  policy  changes  should  be 
made  by  th*  Board  of  Regents  an:)  submitted  to  the  Secretary.  Policies 
should  be  reviewed  annually  by  the  Board  of  Regents. 


Approved  by  NLK  Board  of  Regents 
January  27,  1983 
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DlPAITHCNl  OF  HE/  LTH  k  HUMAN  >E»ViCCS 


Me^jorandum 


Nly  29.  1964 

Chalman.  Botrd  of  Rt9tnti 
Natlofial  Library  of  Ntdlclna 

Rasponia  to  Syittus  Ravlav  Board  RtcoMfMatloni  on  tht 
Priclftj  of  NLK  Pro<Sucti  and  Sarvlcai 

i«  Asilitant  $«crttary  for  Htalth 
•  hrough:   Olrtctor,  wiH  <^ig«fth 


In  iccordanca  vlth  Iti  statutory  rtiponilbllltlai  tiy  NatlQn«1  library  of 
Mtdlclna'i  Soard  of  Rtgtnts  rtvir«td  ttw  OHHS  study  of  "Hm  Coit  Rtcovory 
ind  CoMpttltlon  Mith  tht  PrIvaU  Sector."   You  hao  ipoclflcally  asktd  ui 
to  cooildtr  tht  rtcoHMndatloni  concamln)  d1ff«rtntfa1  pplclnf.    In  ordar 
to  ptrfom  a  thoroygh  rtvltw  of  thou  iiatUrt  a  subcoMlttti  of  tht  Board 
convintd  in  Optn  NMtlng  on  Pricing  on  March  21,  at  which  rtprtstntatlvai 
of  thi  public  and  private  sictor?  wart  Invlttd  to  coHNnt  and  provldi 
ttstlmony  on  tht  differential  pricing  isiue.    Tht  attachtd  report,  prtpartd 
by  the  orlcing  subcoiMlttet  and  aatfldtd  and  approvtd  by  tht  full  Bo^rd  at 
Its  (netting  of  May  24-25.  reflects  chtir  consldertd  JudgMiit  on  this 
important  issue  as  well  ft  other  rtlattd  natters. 

Since  the  Regents  believe  :ne  ultlMtt  btnefl clary  of  tht  dlsstninatlofi  of 
ill  blOMtdlcal  Information  Is  tht  general  public,  It  dots  not  support  tht 
idea  that  for  doewstlc  access  thtrt  should  bt  any  differtntlal  pricing  by 
type  of  user.    It  has  a  so«twhat  different  v1t«  Mith  r^sptct  to  fortign 
access,  believing  that  NLM  should  Mke  a  nodtst  Increase  In  pricing  on  tht 
premise  that  as  non-U. S.  taxpayers,  forelgr  users  should  share  In  supporting 
the  generation  of  the  MEOUftS  databases. 

The  overriding  concern  of  tht  Board  Is  that  the  AiPtrlcan  public  receive 
raptd  and  easy  access  to  bloaedlcal  Information,  regardless  of  tht  source 
To  that  end  the  Board  encouragts  NLM  to  work  cooperate  ely  with  database 
producers  In  the  private  sector  to  create  linkages,  reduce  production  costs, 
and  to  otherwise  facilitate  access  to  all  relevant  h«aUh  Infonaatlon.  In 
this  iniportant  matter  the  Nation's  health  Is  best  served  by  a  partnership 
with  the  private  sector  rath«r  than  an  adversarial  r'^litlonshlp. 


ALtiChment 


bcc     NLM  Boa-^d  of  Regents  Members 
?r  f    Martha  £  Williams 
Mr   Richard  Schmidt 
Ms    Selma  Goldblatt 
Ml    Wallace  Keene 


Mr  Geo  'g*  Russell 
Mr    Kent  Swith 


Or  Elliot  Slegel 
Mr  Sean  Oonohue 


Mr   Robert  Hehnert 


Karin  Col  ton 
iLM  Senior  Staff 
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fxtcutlvf  Sufnmiry 
BoarJ  of  Reqtnts  RtspOnst  to  QHHS  ffgport 


I.      Ht-M's  Organizational  Otjtctivts 

Tht  Board  of  Rt^tnts  reaffirms  tht  following  objectives  for  the 
National  Library  of  Medic. ne: 

1.  Consistent  with  (a)  Us  1e9lslative  mandate,  (b)  a  need  to 
ensjre  integrity  of  Its  data  base,  and  (c)  a  need  to  retain  contact 
with  and  an  understanding  of  the  Information  requirements  of  the 
ultimate  vsers.  the  NIM  will  continue  to  produce  and  to  distribute  Its 
mfonnation  products  4nd  services  to  users. 

2.  MLN  win  continue  to  seek  ways  to  enhance  the  productivity 
of  Its  Yn-house  operations  and  the  performance  of  Its  products  and 
services,  through  Che  exploration  and  exploitation  of  nen  technologies. 

3.  Because  NlM's  data  bases  complement  those  of  other  health- 
related  data  base  producers  (e.g..  BIOSIS.  Excerpta  Mtdlce.  Psychlnfo. 
Chemical  Abstracts  Services.  Institute  for  Scientific  Infomatlon) j 
NLH  will  attempt  to  acquaint  MEDLARS  users  with  the  scope  and  coverage 
(practices  of  other  data  base  producers  and  facilitate  user  access  to 
these  other  data  bases.    NLM  will  also  seek  ways  of  collaborating  with 
other  data  base  producers  to  seek  mutually  advantageous  w«>s  for 
decreasing  costs  of  data  base  production. 

4.  The  health  interests  of  the  American  public  are  best  served 
by  the  rapid  and  eas*'  accessibility  to  ali  biomedical  literature  and 
tnfonnatlon  announcet^  jy  the  various  data  bases.    The  Regents  further 
believe  that  accessibility  will  be  Influenced  much  more  by  the 
creation  of  linkages  between  data  bases  than  by  manipulation  of 

NLN  prices. 

IF.     Pricing  NLM's  Information  Products  and  Services  to 
Dowtstlc  Users 

1.    The  Board  of  Regents  concurs  with  the  OHHS  Report's  recom- 
mendations that  "po-cnarge'*  and  ''market  value"  pricing  be  rejected. 

3.    The  Board  of  Regents  agrees  with  the  Report's  finding  that 
NlH*s  policy  of  recovering  "access**  costs  is  reasonable  and  should  be 
retained.    However,  the  Regents  feel  that  it  is  important  to  clarify 
that  the  recovery  of  access  costs  Is  interpreted  to  mean  total  cost  of 
access  across  all  MEDLARS-related  products  anu  not  by  Individual 


product. 
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3.  Tht  Board  of  Regtnts  mff^rm  Its  policy  that  public  support 
of  the  cost  of  gentr4t1n9  tht  data  bases  Is  Intrinsic  to  NLN^s  mandate. 
The  Board  continues  to  believe  that  NLN,  through  Its  appropriation, 
should  pay  tht  cost  of  creating  the  data  bases  and  that  the  biomedical 
community  should  Incur  tht  full  cost  to  access  the  system. 

4.  Tht  Board  of  Rtgtnts  has  acted  on  tht  DhhS  Rtport's  recom. 
mtndatlon  that  It  rtvlew  tht  Issut  of  difftrtntlal  pricing  as  It  would 
apply  to  types  of  domtstic  ustrt.    It  convtntd  an  Open  Netting  on 
Pricing  on  March  26,  1984,  In  vihlch  rtprestntattves  of  various  Inter- 
ests were  invited  to  comntnt  and  offer  testimony  on  tht  Issut.  Based 
on  this  review,  i:  Is  the  Board's  considered  judgtmnt  th.n  dl^fiiren- 
tial  pricing  by  type  of  domtstic  ustr  be  rejected  on  the  grounds  that: 
(a)  the  Identity  of  the  ultimate  beneficiary  Is  often  obscure;  (b) 
Increased  ^ncomt  to  thk  U.S.  Treasury  would  be  minimal;  (c)  i  case  has 
not  bf^,  made  that  tht  private  sector's  competitive  position  would  be 
enhanced,  especially  If  one  accepts  the  "first  dollar*  principle  which 
holds  that  pricing  for  all  types  of  users  be  kept  low  *  •  «rdtr  that 
users  have  sufficient  resources  left  to  use  the  other  health-related 
data  bas^s  containing  com^emtntary  Information;  (d)  tht  cost  of 
providing  access  to  both  commercial  and  non-commercial  domestic  users 
M  already  recovered  entirely  from  the  revenues  generated,  therefore 
the  cost  of  that  service  is  not  a  burden  to  the  taxpayer;  and  (e) 
domestic  commercial  users,  as  taxpayers,  have  cr.itrlbuted  cneir  share 
to  the  costs  of  data  base  creation 

5.  Although  the  3oard  contlh.-es  to  embrace  the  principle  of 
equal  access  to  all  types  of  domestic  users  at  an  equal  price.  It  dots 
recommend  the  continuation  of  differential  pricing  by  product  and  time 
of  day.    This  serves  to  minimize  peak  system  loads. 

6.  In  addition,  tht  6oa:tl  of  Regents  holds  the  view  that  equity 
IS  best  served  by  tht  Introduction,  when  appropriate,  of  differential 
pricing  by  type  of  service  provided.    Such  a  situation  arises  when 
data  bases  or  subsets  of  data  bases  are  leased  from  NLN,  in  tape  or 
other  machine-readable  format,  for  mounting  on  another  organization's 
computer  system.    One  organization  may  provide  access  to  the  leased 
data  base  contents  to  Its  own  members,  whereas  another  organization 
may  provide  or  vend  data  base  access  beyond  the  boundarl^i  of  Its 
corporate  responsibility.    Higher  prices  may  be  justified  In  the 
Utter  Instance. 

III.    Foreign  Use 

1.    Although  not  specifically  addressed  by  the  OHHS  Report,  the 
Board  of  Regents  feels  It  essential  to  consider  foreign  use  of  the 
NLM's  products  and  services  as  part  of  Its  review  and  updating  of 
Its  pricing  policy.    Moreover,  Congressional  sources  as  well  as  a 
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nuiittr  of  participants  it  tht  N«rch  26th  Opto  Hitting  on  Pricing  havt 
uratd  NIM  to  chtr9«  fortign  uMrs  Mort  'chin  dOMtstlc  ustrs  on  tht 
grounds  that  Such  ustrs  art  not  U.S.  ttxpiytrs  tnd  hav#  not  contrlbuttd 
towards  tht  costs  of  data  bast  crtatlon. 

2.  Tht  Board  of  Rtgtnts  rtcoantnds  a  difftrtntial  pricing  policy 
for  fortign  ustrs'  acctss,  whttntr  provldtd  directly  by  NLN,  domt&tlc  t 
Itistrs  or  fortign  taot  Itastrs.   UhMt  tht  provision  of  sti'vlcts  to 
fortign  jstrs  dots  not  now  Impost  an  tconoMlc  2Hirdtn  on  tht  U.S.  taxpaytr 
(revtnuts  rtctlvtd  covtr  tht  costs  of  providing  acctss).  It  Is,  ntvtrthe- 
Itss,  justlfltd  to  ask  tht  fortign  ustr  to  pay— In  addition  to  tht  cost 

of  KCtss— an  appropf^latt  portion  of  NLM's  data  bast  crtatlon  costs  which 
art  covtrtd  by  Congrtsslonal  appropriation  and  thtrtfort  subsidlztd  by 
tht  U.S.  Taxp^tr. 

3.  Ir  tht  dtttnmlninatlon  of  pricts,  consldtratlon  should  bt 
gl.en  to  tht  tcononic  devtlopmtnt  status  of  tht  fortign  country,  to  tht 
reciprocal  Information  policies  of  tht  fortign  country,  and  to  tht  direct 
and  indlrKt  benefits  resulting  from  foreign  acctss  to  HLM  data  basts. 
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IWTROOUCTION 


•his  docMnt  Is  tht  rtsponse  of  tht  Board  of  Regtfits  of  tht  Natlonji 
Library  of  Ntdlcint  (HLM)  co  tht  Otpartiitnt  of  Ktalth  and  Humin  Serv  cts* 
rtvltw,  Cost  Rtcovtry  and  Cowpttltlon  with  tht  Privatt  btctor. 

rtco«»ndat1ons  of  that  Rtport  rtafflrmtd  WLH's  prtstnt 
pric  ng  policy  of  rtcovtrlng  "acctss-  costs,  which  Is  Inttrprtttd  to  ntaii 

"rS'V'^  «COLARS-rtlatt<t  products  anS  not  by  I^WIdual 
Sk        'h  f?^*"^  '"J*^^       "Otion  th«t  tht  Library 

Should  adopt  alttmatlvt  pollclts  of  "no-chargt-  or  "Mrfctt  va  lit"  oriel  no 

of  difftrtntlal  pricing  by  typt  of  ustr.  nMm]y\  that  for-profit  cow trcl a  1 
organizations  and  Individuals  bt  ch«rgtd  "full  cost."  cawtrciai 

In  complying  «ith  tht  Otpartmnt's  rtqutst.  tht  Rtgtnts  h«vt  rt-txanlntd 
and.  constijutntly.  rtafflrmtd  and  resttttd  tht  Llbfiry's  organlzitlonal 
?o^«^^Iur!  lHHTUiSrSJ^'r  '?;^*?^;   SptdfUally.  tht  nm  win  contlnut 
i?th^Ji  ?.J7Ji.hJI  "^=>"»«^<0"  products  and  strvlcts  conslsttnt 

with  Its  Itglslatlvt  fundatt.    This  ensures  tht  Inttorlty  of  tht  NLM  njtj 
bast,  and  enabits  NLN  to  retain  contact  with.  anran^ndtrsLdlnJ  3f 
tht  Information  requirements  of  the  ultimate  users.    With  rtoard  to  1t« 
Internal  activities,  the  Regents  encourage  Hin  to  contlnut  tijetk  «ays 
to  enhance  the  efficiency  of  its  In-house  operations  and  tht  quillty  of 
Its  products  and  strvlcts  through  tht  exploration  and  exploitation  of 
new  technologltJ.  *.««n  or 

The  Regents  remain  convltted  to  the  belief  that  the  htaUh  Inttrtsts  of 
the  Amer  can  pub  1c  ar«  best  served  by  tht  rapid  and  easy  accessibility 
to  all  biomedical  literature  and  Information  announced  by  the  various 

will  be  Influenced  much  more  by  the  creation  of  Intellectual  linkages 

or!!r5V!Ii^^lI*!*/^!Il?Li:!*;^'*"^*^^^"      NLN  prices.    Because  the  contents 
of  NLN  s  data  bases  :oflvlemtnt  tho^t  of  other  health-related  data  base 

f^J^IS.  Excerpta  Ktdlca.  Psychlnfo.  Chtmlcal  Abstracts 
uf?  Scientific  Information,  the  Reger-s  believe  that 

NLM  should  attempt  to  acquaint  m€OLARS  users  with  the  sc  ^e  and  coverage 
practices  of  other  data  base  producers  and  facilitate  user  access  to  these 

«  SS^Jlii  '^!^*""  NLM  Should  collaborate 

with  othtr  data  bast  producers  to  seek  mutually  advantageous  wavs  for 
-reasing  costs  of  data  base  production. 

inM^^^^fl        l!*""^"'  perspectives  on  the  issue  of  differential 

If  fiJnTl^  contribute  to  their  deliberations,  the  Subconwittee  on  Pricing 
?Qfli   J    K?  2  convened  an  Open  Meeting  on  Pricing  on  March  26. 

..d  nJiiHi  J    ^«P'-"«"tatives  of  various  interests  were  Invited  to  co..went 
'•^Kt  A  ^    ^"^  °"  *  ^^'^  °^       participants  Is  In 
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Bastd  on  tht  or^anlzatlonil  objtctlvts  stated  abovt,  and  Informtd  by  tht 
Views  expressed  «t  the  Open  Meeting  on  Pricing,  the  Board  of  Regents  has 
prepared  this  response  which  presents  Its  considered  Judgnent  on  the  issue 
of  dlfferentUl  pricing  and  ceruin  other  matters  It  considers  peninent. 


BACKGROUND 

The  Board  of  Regents,  In  Its  continuing  exanlnatlon  of  the  pricing  policies 
of  NLN,  has  attempted  to  foneulate  principles  to  guide  the  Library.  The 
review  of  the  Department's  study  on  the  Library's  pricing  policies  thus 
provided  the  Regents  with  a  new  opportunity  to  elucidate  the  basic  issues, 
to  Identify  coivon  ground,  and  to  underscore  the  Regents'  concerns  that 
the  basic  rindate  of  the  Library  not  bt  coe^roalsed. 

The  Congress  established*  the  National  Library  of  Medicine  In  19S6  "to 
assist  the  advancement  of  medical  and  relaUd  sclenves.  and  to  aid  In 
the  dissemination  and  exchange  of  scientific  and  other  Information  imnorUnt 
to  the  progress  of  meolclne  and  to  the  public  health." 

Since  It  appropriated  fjnds  for  the  NLM.  the  Congress  clearly  meant  to 
support  with  tax  dollars  certain  essential  library  functions  which  wer« 
made  explicit  In  the  law: 

"D   acquire  and  preserve  books,  periodicals,  prints,  films, 
recordings,  and  other  library  materials  pertaining  to 
medicine, 

Z)    organize  the  materials  specified  In  clause  (1)  by  appropriate 
cataloguing.  Indexing,  and  bibliographic  listing;  and 

3)   publish  and  make  available  the  catalogs,  indexes  and 
bibliographies  referred  to  In  clause  (2)  " 

The  Department  study  deals  with  the  pricing  of  computerized  MEDLARS  search 
services  and  tape  products  that  have  evolved  as  extensions  of  the  essential 
library  functions  mandated  by  the  Congress  In  1956.    The  study  excludes 
consideration  of  pricing  printed  bibliographic  products  such  as  Index 
Medlcus.   

The  Board  of  Regents'  Subcoflml ttee  on  Pricing  of  NLK  Services  has  reviewed 
the  latest  cost-accounting  data.    The  Regents  conclude  that  the  Library 
now  recovers  from  f^e  sale  of  Its  MEDLARS  products  and  services  the  total 
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cost  of  providing  thost  strvlces.  that  is.  all  costs  other  t.ian  those 
Incurrtd  In  ptrfornlng  the  essential  library  functions  defined  In  the 
19S6  legislation.    Thtse  Include  a  pro  rati  share  of  the  facilities,  hardware, 
software,  and  the  developatnt  costs  of  tht  on-line  International  system. 
Trtus,  the  Library  provides  no  subsidy  to  any  user  of  its  non-print  MEDLARS 
products  and  services.    To  put  it  another  way,  tht  provision  of  con^uter^zed 
access  to  NLH  Indexes  and  catalogues  Imposes  no  additional  financial  burden 
wh«tso«ver  on  tht  AMtrlcan  taxpayer.    The  costs  of  the  essential  library 
functions  would  have  to  be  borne  whether  or  not  MEDLARS  services  existed. 
As  a  result,  tho  mandate  and  Intent  of  Congress  "...to  aid  In  the  dissemination 
and  exchange  of  scientific  and  other  Information  Important  to  tht  progress 
of  medicine  and  to  tht  public  health..."  has  been  significantly  enhanced 
without  additional  cost  to  th#  taxpaytt. 

Ulth  regard  to  the  support  mandated  by  Congress  ^nd  detailed  above,  here 
remain  two  rtlated  issues.    The  first  is  whether  such  support  can  and 
should  be  reduced  through  the  recovery  of  additional  revenues  by  some 
form  of  differential  pricing  based  on  type  of  domestic  user.    The  second 
Is  whether  foreign  users  of  the  system  should  enjoy  the  benefits  of  U  S 
taxpayer  support  or  should,  in  fairness,  be  asked  to  bear  a  portion  of 
the  co^t  of  performing  the  essential  library  functions  on  which  MEDLARS 
services  are  based. 


DIFFERENTIAL  PRICING  FOR  DOMESTIC  USE 

The  Regents  continue  to  reject  the  notion  of  differential  pricing  based 
on  typt  of  domestic  user.    In  making  this  Judgment  the  Board  has  carefully 
considered  all  the  arguments  in  favor  of  such  pricing. 

There  have  been  three  major  arguments  raised  In  support  of  higher  prices 
for  coflverclal  users.    They  are:  a)  that  higher  prices  for  comrercial 
users  would  enhance  competition  in  the  marketplace;    b)  that  it  would 
increase  tht  revenues  to  tht  U.S.    Treasury  and  thus  reduce  the  federal 
share  of  tht  generation  costs;  and.  c)  that  users  who  derive  "special 
benefit"  should  pay  the  "full  cost"  of  service  (as  defined  by  the  Office 
of  Management  and  Budget  [0MB]  Circular  A-25,  "user  Charges."  which  is 
not  binding  on  NLM).    Each  has  been  considered  In  detail. 

There  are  now  six  major  data  bases  In  blomtdlclne:    MEDLINE.  Excerpta 
Medlca.  BIOSIS.  Psychlnfo.  Chemical  Abstracts,  and  Science  Citation  Index. 
Each  Is  unique;  In  general,  one  may  not  be  substituted  for  another.  They 
art.  In  fact,  conplementary,  for  the  overlap  in  content  with  MEDLINE  Is 
rarely  as  high  as  35X.    However,  in  spite  of  their  complementary  content. 
It  may  be  argued  that  they  cott^sete,  at  least  to  some  extent,  for  the  consumer  s 
dollar.    Two  alternative  positions  have  b^n  advanced  in  this  regard. 
The  first  argues  that  If  NlM  raises  Its  prices  to  levels  conparable  to 
the  other  data  bases,  the  use  of  the  other  data  bases  would  increase. 
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The  second  argues  that,  for  historical  reasons  dating  back  more  than  a 
century  with  the  development  of  Index  Medlcus  In  1379,  MEDLINE  is  so  pre- 
eminent In  tht  field  that  It  represents  the  necessary  first  purchase, 
and  therefore  If  tht  price  of  MCOIINE  Is  raised,  the  gse  of  the  other 
data  bai2«  »^ou1d  decrease. 

Comnents  by  participants  at  the  Oper  Meeting  on  Pricing  Illustrated  these 
divergent  viewpoints. 

For  example,  rather  than  have  the  Library  increase  Its  direct  user  charges, 
the  vendors  would  prefer  tnat  NLH  eliminate  :he  ''royalty"  fees  of  3  or 
4  dollars  the  vendors  now  pay.    The  vendors  state  they  would  Ivnedlate^y 
pass  the  savings  on  to  their  customer?  In  the  belief  tint  their  customers 
would  then  have  more  money  to  buy  access  to  their  other  data  bases. 

The  representatives  of  the  pharmaceutical  and  chemical  companies  state 
that  the  first  data  base  searched  is  selected  strictly  on  content,  not 
price.  Subsequent  additional  searching  may  be  Influenced  by  available 
budget.    The  medical  librarians  concurred  In  the  "first  dollar"  view. 

The  Regents  have  sought  evidence,  unsuccessfully,  to  substantiate  th3 
view  that  data  base  developers  and  vendors  would  be  In  a  better  competitive 
position  if  the  Library  ware  to  raise  its  user  fees,  but  no  such  evidence 
has  been  found.    The  more  likely  result  of  NLM  raising  Its  prices  for 
MEOIINE  n^ght  well  be  a  reduction  In  use  of  the  other  data  bases.  Given 
NLM's  mandate,  the  Regents  believe  they  are  required  to  choose  the  alternative 
that  will  best  ensure  the  availability  of  all  pertinent  d^ita  bases  In 
biomedlclne. 

The  second  major  argument  Is  that  differential  pricing  would  Increase 
the  revenues  to  the  U.S.  Treasury  and  thereby  lessen  the  appropriations 
needed  to  fund  the  generation  .osts.    Moreover,  the  argument  continues 
that   this  Increased  revenue  would  be  achieved  without  restricting  the 
availability  of  information  to  those  who  need  it,  since  cownerdal  firms 
are  in  a  position  to  pay  any  reasonable  price.    Testimony  at  the  Open 
Meeting  on  Pricing  would  partially  confirm  the  last  part  of  the  argument. 
Certainly  the  initial  search  by  a  corporate  user  would  be  made  on  a  data 
base  chosen  for  Its  content,  not  for  its  price.  However,  the  budgets  of 
corporation  libraries  are  limited  and  subsequent  searching  of  complementary 
data  hases  would  be  Influenced  by  cost.    Still,  the  most  important  question 
IS  whether,  through  differential  pricing,  a  significant  increase  in  the 
net  revenues  of  the  U.S.  Treasur;  would  indeed  resuU. 

To  evaluate  statements  made  in  the  DHHS  Report,  the  Regents  have  examined 
this  question  In  consultation  with  several  economists.    The  following 
are  pertinent  conclusions: 

e     The  incremental  cost  is  a  clear  business  expense  for  such 
companies  and  therefore  a  potential  tax  write-off.  resulting 
in  reduced  receiots  to  the  Treasury. 
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•  Tht  Increase  cost  to  the  companies  would  eventually 
b€  reflected  in  increased  price*  of  their  products  and 
services. 

•  The  Government  Is  a  major  purchaser  of  those  products 
and  services. 

•  The  estimates  of  increased  revenues  are  predicated 

on  no  shift  In  either  the  searching  habits  or  information 
access  routes  by  those  companies.    This  assumption  Is  almost 
assuredly  unMrrantec!. 

•  The  Increased  cost  of  the  products  and  services  of  these 
coflinerclal  companies  would  also  be  a  tax  write-off  for  many 
of  the  general  users  of  these  coimodltles. 


Although  it  is  extremely  difficult  to  quantify  these  many  possible  effects, 
the  Regents  conclude  that  their  cumulative  effect  makes  It  unlikely  that 
such  a  price  differential  would  result  In  any  significant  net  gain  to 
the  U.S.  Treasury. 

The  third  major  argument  rests  on  the  concepts  of  "special  benefit-  and 
ultimate  beneficiary"  embodied  In  the  OHB  Circular  A-25.    Although  the 
Regents  are  awar«  that  0MB  Circular  A-^5  1:  not  binding  on  NLM  because 
of  the  express  authorities  In  the  NlM  Act.  they  are  cognizant  of  the  principles 
embodied  in  that  regulation  and  have  examined  the  issue  of  differential 
pricing  In  that  light. 

There  is  some  ambiguity  In  the  meaning  of  "special  benefit"    in  the  0MB 

Circular  A-25.    One  Interpretation  Is  that  when  the  service  performed 

confers  upon  the  recipient  a  special  privilege  such  as  the  granting  of 

a  license,  then  the  recipient  should  be  considered  as  having  received 

a  "special  benefit-  and  the  full  cost  of  the  transaction  should  be  recovered. 

A  second  and  far  broader  Interpretation  holds  that  even  though  the  service 
provided  is  identical  for  all  recipients,  if  the  recipients  use  of  the 
service  contributes  to  some  "special  henefit"  (e.g..  potential  profit 
from  a  new  drug),  then  the  full  cos^  should  be  recovered. 

yhatever  position  is  adopted  within  these  boundaries,  the  uneqt^vocal 

recipients  of  "sptclal  benefit"  are  clearly  the  data  base  vendors  ret. 

many  who  have  repeatedly  invoked  0MB  Circular  A-25  not  only  do  not  want 

the  vtndors  charged  full  cost  but  Indeed  advocate  that  they  bt  given  government 

data  b  «es  without  any  cost  other  t.ian  tape  reproduction.    This  position 

is  ^K.  *^^J""?„^y       <i«ta  base  vendors  when  they  request  that  the  Voyalty- 

be  dropped  In  NLM's  charges  to  ihem. 
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OMB  Circular  A-2S  also  states  that  wh«n  th«  identity  of  the  uUlnate  bene- 
ficiary Is  obscure,  no  charge  to  the  user  nay  be  appropriate.    This  the 
Regents  Interpret  as  recognition  that  societal  benefit  should  be  aeterml native, 
tilth  this  provision,  one  can  clearly  nake  the  case  for  nondlf ferentlal 
pricing  with,  for  example,  pharmaceutical  companies  that  develop  new  drugs 
for  the  public  benefit,  for  chemical  companies  that  try  to  protect  the 
public  from  toxic  substances,  and  for  vendors  that  facilitate  access  to 
biomedical  Information. 

Th€  Regents'  rejection  of  differential  pricing  for  domestic  users  Is  based 
not  only  on  th«  absence  of  any  compel  ling  arguMnt  In  Its  favor,  but  also 
the  compelling  arguments  against  it. 

It  s«ems  clear  that  the  "obscure  beneficiary"  doctrint  in  OMB  Circular 
A-25  Is  Intended  to  suggest  that  even  potential  socleUl  benefit  should 
be  determinative.    The  Regents  therefore  interpret  A-25  «s  opposing  the 
Imposition  of  full  costs  on  these  conpercial  firms,    "^.tis  position  Is 
In  avcordance  with  tht  General  Accounting  Office's  Interpretation  of  the 
NLM's  conformance  to  A- 25. 

As  has  al'-eady  been  pointed  out,  the  current  fees  for  non-print  HEOWRS 
product:  and  services  totally  recover  the  costs  of  providing  those  services 
and  Inpou    no  additional  burden  on  the  taxpayer.    Any  additional  charge, 
therefore,  would  be  an  offset  to  generation  costs  now  peld  by  the  taxpayer. 
These  coflwercial  users,  unlike  the  not-for-profit  user?  of  these  services, 
have,  as  taxpayers,  alreaay  contributed  through  their  taxes  to  offset 
the  generation  costs. 

However,  while  the  Regents  reject  differential  pricing  by  typt  of  user, 
they  hold  the  view  that  equity  is  b«st  served  by  the  introduction,  when 
appropriate,  of  differential  -ricing  by  type  of  service  provided.  Such 
a  situation  arisen  whtn  data    jses  or  subsets  of  data  bases  art  leased 
from  NLM,  In  tap4  or  oth«r  machine-readable  format,  for  mounting  on  another 
organization's  compuUr  system.    One  organization  may  provide  access  to 
the  leased  data  base  contents  to  Its  own  irembtrs,  whereas  another  organization 
may  provide  or  vend  data  base  access  beyond  the  boundaries  of  Its  corporate 
responsibility.    Higher  prices  may  be  justified  in  the  latter  InsUnce. 
This  Is  conslsUnt  with  the  Regents'  dual  aim  of  mexlmlzlng  a/cess  while 
allocating  costs  fairly. 


PRICIW6  FOR  FORgiGN  USE 

Although  foreign  use  was  not  specifically  addressed  by  the  OHHS  Report, 
the  Board  of  Regents  believes  U  essential  to  consider  this  use  of  the 
NLM's  products  and  services  ^r^  the  context  of  updating  and  refining  Its 
pricing  policy.   Moreover,  Congressional  sources,  as  well  as  a  number 
of  participants  at  the  Open  Meeting  on  Pricing,  have  urgtd  NLH  to  charge 
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foreign  users  more  then  domestic  users  on  the  grounds  thet  foreign  users 
art  not  U.S.  texpeytrs  end  heve  not  contributed  to  the  costs  of  deta  base 
creation. 

After  careful  consideration  of  the  Issue,  the  Board  of  Regents  recoeirends 
a  differential  pricing  policy  for  foreign  users'  access  to  MEDLARS,  whether 
prcvlded  directly  by  NLN»  domestic  tape  leasers,  or  foreign  tape  leasers. 
While  service  to  foreign  users  does  not  now  impose  kr.  economic  burden 
on  the  U.S.  taxpayer  (I.e.,  revenues  received  cover  the  costs  of  providing 
access),  the  Regents  believe  it  Is  nevcrthtless  Justified  to  ask  foreign 
users  to  pay— In  addition  to  the  cost  of  access— an  appropriate  portion 
of  those  MEDLARS  generation  costs  supported  by  the  U.S.  taxpayer. 

In  the  determination  of  prices,  consideration  should  bt  given  to  the  economic 
development  status  of  the  foreign  country,  as  Mtti  as  other  cIrcumsUflces 
such  as  the  reciprocal  policies  of  other  govemeients.   /ccordlngly,  the 
Regents  wish  to  reserve  the  option  to  charge  foreign  users  In  developing 
countries  lower  prices  than  users  from  more  developed  countries.  This 
Is  motivated  by  a  concern  for  the  public  health  status  of  those  countries 
whose  citizens  might  otherwise  be  unable  to  afford  access  to  needed  health 
Information.    A  pricing  differential  of  this  kind  Is  also  consistent  with 
the  provision  of  0MB  Circular  A-25,  which  exempts  the  esUbllshment  of 
(higher/    fees  when  the  service  is  a  courtesy  to  a  foreign  country. 


CONCLUSION 

The  Issues  of  competition  between  the  public  and  private  sectors  have 
too  often  been  polarized  Into  adversarial  action.   Reasdable  people  will 
agree  that  this  has  not  been  constructive.    The  Regents  have  long  been 
concerned  with  the  adverse  effects  of  these  activities  and  strongly  endorse 
a  recent  statement  by  former  Board  of  Regents  Chairman  and  Information 
authority.  Processor  Martha  Williams,  who  succinctly  sunnarlzes  recent 
interactions: 

"A  1ong«standlng  and  much  documented  problem  In  the  database  industry 
IS  that  of  competition  between  the  public  and  private  sectors.  There 
Is  concern  by  the  private  sector  about  opportunities  tney  perceive 
to  be  lost  because  of  governmental  activity  In  the  field. . .[yet] , 
If  the  government  had  not  car-ied  out  or  sponsored  rmjch  of  the  pio- 
neering work  In  the  developn^e^t  of  databases  and  on-line  systems, 
the  Information  Industry,  Doth  In  the  United  States  and  worldwide, 
would  not  have  reached  the  sUge  of  development  It  enjoys  today. 
Many  of  the  major  discio: tne-orlented  datab^^es,  the  teleconmjnl cat Ions 
corporations,  ana  near^  all  of  the  on-line  vendors  of  bibliographic 
databases  owe  much  to  the  government  (specifically  the  National  Science 
Foundation,  NASA,  the  National  Library  of  Medicine,  the  Armed  Forces, 
and  the  former  Atomic  Energy  Conmisslon)  'n  terms  of  contracts,  grants. 
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(  d  technology  spinoffs  Itadinc  to  or  litflutnclt^  (ntir  dtvtlopiitnt 
ind  succtss.        govtrnfftnt  did  no«^  thin  d«vt1op  tKhnologlts; 
It  ilso  crtattd  Mrktts  for  tht  rwn  ttchnoroclts,  and  It  didn't  h^optn 
cvtmlght  nor  did  It  occur  In  coifttltloii  w^th  Industry.   Tht  gov  nmtnt 
fllltd  i  gap  that  at  tho  tlac       not  ptrcolvtd  by  tht  privatt  stctor 
as  bting  abit  to  product  profits  In  tht  ntar  ttnt.   Such  Invtstownts 
by  tht  govtrmtnt  hiivt  paid  divldtnds  for  tht  prIvaU  stctor,  md 
ho  doubt  this  patttni  will  rtptat  Itstl^.    Tht  Infomatlon  world 
Is  a  coaipllcattd  and  dynaw'.c  world— thtrt  art  atny  Inttrdtptndtnclts. 
Tht  rolts  art  changing,  iht  playtrf  irg  changing,  and  organizational 
tntltlts  art  changing  through  ntrgtrs  and  acquisitions  of  organi- 
zations within  and  across  stctors  of  socltty.    It  Is  difficult  to 
say  that  any  particular  activity  Is  tnt  provlnct  of  any  particular 
stctor  or  group.   Thtrt  art  socltUI  goods  and  tcononlc  goods. 
Tht  comton  good  am*  tht  bottfti  lint  art  not  ntctssarlly  paralltl. 
Uhllt  tactions  My  bt  strong  on  both  sidts,  thtrt  laust  bt  givt  and 
ta'a,  chtcks  and  balancts,  and  optn-mlndtd  tffv  ts  to  und^t-stand 
both  sidts  of  tht  probltw.    Information  Is  a  soclttal      j,  a  coiwrodlty, 
and  Is  sitn  as  a  vast  tcononlc  rtsourct.    It  Is  gtntrattd,  proct 
and  ustd  by  ell  parts  of  tht  public  and  privatt  stctors  of  soc'jtiy. 
Ntlthtr  has  «xclus1vt  claim  to  any  particular  domain;  tach  nttdf 
tht  othtr."* 

In  conclusion,  tht  Rtgtnts  btllevt  NLM  has  ic*td  rtsponslbly  In  tnsu.-ing 
equal  acctss  to  Its  library  ar.d  Information  services  at  an  tqual  prict 
to  all  ustr5  of  tht  biomedical  coflnunlty. 

Tht  Rtgtnts  asstrt  that  tht  ultlmatt  beneficiary  of  tht  disstmlnatlon 
of  all  blomtdlcal  information  is  tht  gtntral  public  and  thtrtfort  that 
a  domtstic  pricing  policy  Is  approprlatt  In  vihlch  NLM  pays  tht  cost  to 
creatt  the  data  basts  and  tht  ustrs  pay  tht  full  cost  to  acctss  tht  systtm. 
It  Is  ooly  with  rtsptct  to  fortign  acctss  that  NLM  should  bt  willing  to 
makt  5  modtst  Incrtast  In  prict  on  tht  p  tmlst  that,  as  non-U. S.  taxpaytrs, 
fortign  ustrs  should  also  shart  In  tht  cos:  of  building  tht  data  bas*-^.. 

Tht  Rtgtnts,  In  thtir  codpltntnt  to  improvt  tht  health  of  tht  Amtrlcan 
ptoplt,  btlltvt  that  NLM  should  makt  4rtry  tffort  to  find  ways  to  cooptratt 
wlt^  othtr  major  blomtdlcal  data  bast  productrs  to  crtatt  Hnkagts,  rtduct 
production  costs,  ar.d  othtrwist  facilitate  acctss  to  all  rtltvant  htalth 
Information.   Tht  National  Library  of  Hedlcfne  hat  been  a  partner  with 
the  private  sector  In  the  past,  and  this  partnership  should  certainly 
be  fostered  In  tht  future. 


?irJJ!.-'  Williams,    Policy  Issues  for  Database  Systemsc"  THE  INFORMAT  ON 
SOCIETr,  Volumt  2,  Nunjbers  3/<,  1984,  Crane,  Russack  «  Co..  Inc.. 
pp.  381-417. 
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B,  National  Library  of  Medicl\  2  Documents 

1.  ''mEDUNE  charges  chronology",  APRIL,  1985 
MEDLINE  CHA'JGES  CHR0r:0L06Y 


YEAR  CHARGE 
FIRST  IN 
EFFECT 

1969 

1974 


1974 

19^6 

1978 
1982 

1983 
1985 


CHARGE 

Payment  on  quid-pro-quo  basis 

$100,000/f1rs;  year 

($50,000  -  MEDLINE;  $50,000  -  ELHILL  software) 
$  60,000/edch  succeeding  year 

{$50,000  -  MEDLINE;  $10,000  -  ELHILL  software 

maintenance) 

$  50,000/year  (effective  9-1-75) 

$  50,000/first  year 

$  40,000/each  succeeding  year 

$  50,000/first  year 

$  30,000/each  succeeding  year 

$  20,000  minimum/year 

$4.00/connect  hour  )use 
$0.01/offline  citation  jfee 

Same  as  above  with  option  of  $3.00/connect  hour 
for  use  between  6rrt-6AM  local  time 

$  15,000  minimum 
+ 

Domestic  Foreign 

1^.00  connpct  hour)  J7.00 

$3.00  connect  hour)  use  $6.00 

$0.01  citation      )  fee  $0.03 


NOTES- 

1.  Annual  class-maintained  MEDLINE  f:les  offered  for  the  .  ^rst  time  In 
1975  for  $2,000/year.    Raised  to  $3,000/year  in  19SA.    SDILINC  in 
GENER  fonnat  is  $l,000/year  ^xtra  rharge. 

2.  Some  of  the  toxicology  dat^,uases  have  had  separate  licpnse 
agreements  at  different  rates. 

3.  Tn  1984,  the  backflles  (1966  jp  to  '"u'^rent  year)  we'^e  priced 
separately  at  $10,000  min1m';7>  plus  uS293.    The  cut  rent  yedr  was 
available  at  $5,000  minimum. 

4.  In  1984,  for  the  first  time,  minimums  and  usage  wa?    iplled  to  oth^r 
databases  In  addition  to  MEDLINE, 
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2.  "tape  ucense  agreement— domestic  or  foreign  tape  center 
serving  domestic  or  foreign  users/'  april  1985 

Tape  License  Agreement-DomestK  or  Foreign  Tape  Center  Serving  Domestic 

or  Foreign  Use*^: 


For  Che  use  of  the  National  Library  (f  Medicine's  (NLM)  databases  in 
machine-readable  form  subject  to  the  provisions  outlined  below: 

1.  Purpose 

a.  This  ag'-eement  describes  conditions  under  which  the  NLM 
authorizes  the  license  and  permits  its  databases,  or  portions 
thereof,  to  be  used  by  the  organization  signing  below. 

b.  Upon  execution  of  this  license  agreement  and  payment  of 
appropriite  fees  as  outlin*-'^  in  the  Pricing  Schedule,  the 
Licensee  is  granted  a  license  to  use  machine-readable  copies 

of  NLMS  databases,  or  to  install  portions  thereof,  on  a 
non-exclusive  basis. 

2.  Duration 

a.  Subject  to  available  appropriations,  this  license  shall  remain 
in  effect  for  an  indefinite  period  of  time  unless  terminated  by 
either  party  with  a  minimum  of  six  (6)  months  written  notice  o^ 
unless  revoked  by  the  NLM  in  accordance  with  the  provisions  of 
subparagraph  2b. 

b.  In  the  event  that  the  Licensee  fails  to  make  payments  specified 
by  NLM  within  ninety  (90)  days  of  receipt  of  invoice,  or  if  the 
Licensee  fails  to  comply  with  the  terms  or  conditions  of  this 
license,  the  NLM  shall  have  the  option  to  revoke  this  license  by 
written  notice  of  revocation  to  the  Licensee.  If  the  Licensee 
cures  the  breach  to  the  satisfaction  of  NLM  within  sixty  (60) 
days ,  the  Agreement  shal 1  continue  in  effect  without  the 
necessity  for  renegotiation. 

c.  bpon  termination  or  revocation  of  this  license,  the  Licensee 
must  destroy  or  erase  all  data  in  machine-readable  form  obtained 
under  this  license  as  well  as  his  data  contained  in  any 
derivative  files. 

3.  Copyright  Constraints 

a.  MM  will  include  the  following  statement  regarding  copyright 
notice  on  each  physical  volume  (tape  reel,  etc.)  containing  NLM 
data  sent  m  machine-readable  form: 

"Seme  material  in  this  database  is  from  copyrighted 
publicationi>  of  the  respective  copyright  claimants.  Users 
of  the  database  are  referred  to  the  publ i cation  data 
appearing  in  the  bibliographic  citations,  as  well  as  to  the 
copyr-'qht  notices  appearing  in  the  original  publication, 
all  of  which  are  hereby  incorporated  by  reference." 
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Tape  License  Agreement^Domestic  or  Foreign  Tape  Center  Serving  Domestic 

or  Foreign  Users 


In  addition  some  of  the  toxicology  related  databases  (i.e., 
TOXLINE,  CHEMLINE)  require  that  separate  royalty  agreements  be 
made  with  producers  of  materials  included  in  these  databases, 
e.g..  Chemical  Abstracts  Service  (CAS),  Biosciences  Information 
Service  (BIOSIS),  and  the  American  Society  of  Hospital 
Pharmacists  (ASHP). 

b.  If  applicable.  Licensee  will  take  appropriate  steps  to  advise 
users  that  certain  portions  of  NLM's  databases  are  copyrighted. 
Users  shall  be  solely  responsible  for  compliance  with  copyright 
restrictions . 

c.  NLM  assumes  no  responsibility  mr  liability  associated  with  the 
Licensee's  (or  any  user  of  the  Licensee)  use  and/or  reproduction 
of  copyrighted  mater '•al.  Anyone  contemplating  reproducing  a 
portion  of  any  of  the  NLM  databases  should  consult  legal 
counsel . 

4.     Liabilities  and  Warranties 

a.  ihp  Licensee  agrees  to  hold  the  U.  S.  Government  free  from 
liability  resulting  from: 

1)  The  Licensee's  misconduct  for  any  action  relating  to  the 
activities  or  operation  of  the  Licensee  or  its  agents. 

2)  Errors  m  data  or  tapes  provided  by  the  U.  S.  Government, 
(however,  NLM  will  supply  replacement  tapes  if  tapes  are 
damaged  or  faulty  upon  receipt  by  Licensee  provided  the  NLM 
IS  notified  in  writing  within  thirty  (301  days  after  the 
Srppfrent  from  NLM. ) 

b.  The  Licensee  will  inform  its  users  in  writing  that: 

"NL^*  represents  tha*  the  data  provided  under  the  license 
agreement  were  formula'-ed  w«th  a  reasonable  standard  of  care. 
Except  for  thrs  reuresentat^*  '  as  otherwise  specifically 
provided   in   this   Agreement  ,kes   no   representation  or 

warranties,   expressed  or   irr  This   inciudes  but  is  not 

linited  to  any  implied  warranty  of  merchantability  or  fitness 
for  a  particular  purpose,  with  respect  to  the  databases  and  NLM 
specifically  disclaims  alt  such  warranties  and  representations." 

c.  The  Licensee  assumes  full  responsibility  for  all  costs 
associated  with  access  to  and  use,  preparation,  maintenance,  and 
operation  of  the  NLM's  databases. 

d  licensee  shall  not  be  required  to  exercise  surveillance  of 
customer  use  o'  any  material  delivered  pursuant  to  its  operation 
under  this  agreement. 
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or  Foreign  Users   

5-                          °?      Duplication.      Distribution.      and      Use  of 
wachine->Readab)e  Copies  of  nLm  SatTBases  —  ^ 

Unless  specifically  authorized  In  writing  by  the  NLM: 

^'     ^^l.  ^^'■^^5  prevent    duplication,    resale  and 

redistribution  of  all  or  portions  of  the  ^ataba  es  suppl  ed  n 
machlne-readable  form  by  NLM,  except  as  specified  In  b  1)  below? 

b.  Licensee  may  issue  the  following  notice  regarding  downloadino 

iSxiINf^T^   'p'T/n^'  '''''r'  databases  e.     5  g^ 

TOXL  N£  and  Us  Backflles  or  CHEMLINE  (where  downloading  Is  not 
permissible  without  clearance  from  database  suppliers)  obtained 
from  its  computer  system:  oprainea 

1)  Data  obtained  by  downloading  portions  of  an  NLM  database 
(i.e..  retrieving  portions  of  an  NLM  database  online  for 
subsequent  storage  or  re-use)  for  "personal"  use  may  be 
retained  in  machine-readable  form. 

2)  Data  obtained  from  NLM  databases  may  be  consolidated  with 
other  flies  by  the  Licensee  or  users  of  Licensee's  service 
However.  Indication  of  NLM  as  the  source  of  the  data  must 
be  kept  in  the  records. 

3)  All  copyright  constraints  as  Included  in  Item  3  of  this 
Agreement  along  with  all  statements  of  Liabilities  and 
Warranties  as  included  In  Item  4  of  this  Agreement  will 
apply  to  downloaded  portions  of  NLM  databases. 

c.  The  Licensee  is  authorized  to  provide  information  services 
and/or  products  resulting  from  the  use  of  NLM  databases  to  users 
in  the  united  States,  its  Territories  or  Possessions  and  to 
users  in  countries  outside  tht  United  States: 

1)  The  NLM  has  determined  that  the  Office  of  ixoort 
Administration  (OtA),  International  Trade  Administration. 
United  States  Department  of  Commerce,  allows  users  frm 
Soviet  Bloc  countries  and  the  People's  '^apubllc  of  China 
online  access  to  NLM  databases  maintained  in  countries 
outside  of  the  United  States.  NLM  data  is  exportable  to 
all  destinations,  including  the  Soviet  Union,  without  prior 
OEA  approval  under  General  License  General  Technical  Data 
Available  (G'DA). 
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2)  Provision  of  NLM  databases  in  whole  or  in  part  to  users 
from  Soviet  Bloc  countries  and  the  People's  Republic  of 
China  via  online  access  ^rom  Licensees  with  computer 
systems  located  in  the  Unitec  States  is,  however, 
prohibited  by  the  OEA  unless  such  requt  ts  are  cleared  with 
OEA  to  assure  that  sensitive  technology  is  not 
inadvertently  transferrer  to  the  detriment  of  u,S,  security 
interests. 

6.  Licensing 

NLM  databases  or  portions  of  NLM  databases  will  be  licensed  solely  by 
NLM  or  its  authorized  contractual  agent(s), 

7.  Licensing  Fees 

Licensing  fees  for  NLM  databases  are  prescribed  In  the  Pricing 
Schedule.  All  fees  will  be  processed  throuqh  the  National  Technical 
Information  Service  (NTIS),  U.S.  Department  of  Commerce,  accounting 
system. 

8.  Pricing 

a.  Pricing  schedules  will  be  issued  whenever  changed  and  sent  to 
the  representative  designated  by  the  Licensee.  Pricing  changes 
will  become  effective  after  90  days  written  notice. 

b.  MEDLARS  generation  costs  are  currently  funded  by  Congressional 
appropriation  and  therefore  are  supported  by  the  U.S.  taxpayer. 
It  IS  the  opinion  of  the  NLM  Board  of  Regents  that  foreign  users 
should  contribute  to  the  cost  of  database  creation  proportionate 
to  the  amount  of  foreign  usage.  Therefore,  a  surcharge  has  been 
added  to  the  existing  charges  for  all  foreign  users.  This 
surcharge  for  foreign  users*  access  applies  whether  the  access 
is  provided  by  domestic  tape  Licensees  or  foreign  tape 
Licensees.    See  Pricing  Schedule  for  price  information. 

9.  Third  Parties 

If  the  Licensee  engages  a  third  party  fo  reformat  or  process  '•he 
machine-readable  data  received  from  NLM,  the  Licen<;ee's  agreement 
with  that  third  party  nust  be  reviewed  and  d-jthn^^zed  by  the  NLM. 
This  license  is  limited  to  one  operational  site.  Operation  in  more 
than  one  sitp  may  be  subject  to  additional  license  fees. 
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10.  Maintenance  of  Records 

d.  Some  index  terms  in  records  using  NLM's  controlled  vocabulary, 
Medical  Subject  Headings  (MeSH),  may  become  obsolete  after  each 
year.  NLM  makes  available  the  changes  in  the  vocabulary  in  the 
annual  issue  of  the  Medical  Subject  Headings.  Annotated 
Alphabetic  List,  for  sale  annually  from  the  National  Technical 
Information  Service. 

Complete,  class-maintained  copies  of  MEDLINE  and  its  Backfiles 
are  available  annually  from  the  NLM  or  alternatively,  tapes 
containing  only  those  records  touched  and  changed  by  NLM  can  be 
supplied.  There  is  an  additional  charge  to  receive  the 
class-mainta'''^o  data  annually  via  either  method  {see  Pricing 
Schedule).  Licensee  Is  required  to  maintain  (correct)  all 
MEDLINE  and  Backfile  records  within  three  (?)  months  of  receipt 
of  these  records  regardless  of  which  method  above  Is  selected. 

b.  As  part  of  the  licensing  o*^  MEDLINE  and  its  Backfiles,  monthly 
tapes  containing  individually  maintained  (corrected)  records 
will  be  sent  automatically.  Licensee  is  required  to  maintain 
(correct)  all  MEDLINE  and  Backfile  records  within  three  (3) 
months  of  receipt  of  these  maintained  records. 

11.  Changes  1n  the  System 

NLM  reserves  the  right  to  change  the  types  and  formats  of  the 
machine-readable  data  licensed  under  this  Agreement.  NLM  shall 
notify  the  Licensee  in  writing  in  advance  of  any  changes  planned  for 
the  machine-readable  formats  delivered  pursuant  to  this  Agreement. 
She',  wnanges  occur,  the  Licensee  shall  have  the  right  to  terminate 
tne  License  Agreement  at  the  time  the  change  is  instituted.  In  the 
event  that  the  Licensee  wishes  to  cancel  this  license  under 
conditions  described  in  this  paragraph,  the  Licensee  must  notify  the 
NLM  in  writing  by  registered  mail  in  advance  of  the  scheduled  change. 

12.  Transferability  of  License 

NLM  agrees  that,  with  prior  NLM  approval  the  Licensee  may  transfer 
this  license  to  a  Successor  that  has  acquired  substantially  all  of 
its  business  or  of  the  particular  product  line  for  which  th1f  license 
has  been  entered  into  by  the  Licensee.  Succession  shall  include  but 
not  be  limited  to  acquisition,  merger,  change  of  corporate  name,  or 
change  in  the  make  up»  organization  or  identity  of  the  Licensee.  The 
transfer  shall  a -so  be  subject  to  all  the  conditions  stated  In  this 
Agreement. 
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13.    User  Reports 

Monthly  reports  must  be  submitted  to  the  NLM  specifying  the  connect 
hours  and  the  citations  printed  offline  for  each  month  of  th^ 
calendar  year  for  all  databases  with  usage  and  offline  citation 
ch^'.rges.  These  reports  should  be  sent  within  30  days  after  the  end 
Of  each  month  to  the  Associate  Director  for  Library  Operations,  NLM. 
All  usage  reports  submitted  by  the  Licensee  are  subject  to  an  audit 
?nfnrllf.tr«?"r^  .°  ^^f,  '  Invoicing  by  th3  National  Technical 
Information  Service  will  generally  be  done  on  a  quarterly  basis  for 
all  files,  but  may  be  more  or  less  frequent  as  NTIS  determines 
necessary  to  assure  prompt  collection  of  fees. 

?signated  Representative 

he  Licensee  shall  designate  a  representative  responsible  for  the 
ominlstration  of  this  agreement. 

15.  Amendments 

This  License  Agreement  and  its  attachments  constitute  the  entire 
understanding  between  NLM  and  the  Licensee  and  no  modification  or 
amendment  of  this  license  (including  changes  in  fee  charges)  thereof 
shall  be  binding  upon  either  pa-ty  unless  ft  shall  be  published  in 
tne  NIJW  Technical  Bulletin,  or  unless  it  is  mutually  agreed  in 
writ.ng  by  both  sideT:  A^copy  of  the  NLM  Technical  Bulletin  shall 
be  sent  to  the  designated  representative  moifitTny:   "  
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For 

(Licensee) 


For 


(National  Library  of  Medicine) 


(Signature;  type  name  and 
title  below) 


Lois  Ann  Colalanni 
Associate  Director 
Library  Operations 


Date 


Date 


Designation  of  Licpnsee  Pepres^^ntative 

Na-ne  •  

Title 
Address • 


Telephone  Number  ( 
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A»^PENDIX  3.-LETTER  TO  CHAIRMAN  GLENN  ENGLISH, 
GOVERNMENT  INFORMATION,  JUSTICE,  AND  AGRICUL- 
TURE SUBCOMMITTEE  FROM  DEPUTY  SECRETARY  OF 
COMMERCE,  DATED  OCTOBER  28,  1985,  COMMENTING  ON 
THE  GENERAL  A(XX)UNTING  OFFICE  REPORT  "PATENT 
AND  TRADEMARK  OFFICE  NEEDS  TO  -lETTER  MANAGE 
AUTOMATION  OF  ITS  TRADEMARK  OPERATIONS" 


THE  DEPUTY  SECRETARY  OF  COMMERCE 


OCT  28  ^ 


Honorable  *olpnn  tngl.sh 

a, a 

I  n  f  orma  T  :  on  ,    J-jsTsce  and  Agricultu^ 
CormitTee  on  (jOvp  rnfrif n  ♦  Upernttons 
House  of  Hep  re  Sen  tat  1  VPS 
Wash  t  ngtor. ,  |J  C.      205  I  5 

Deor   (jl  enn  , 


This    IS    to    if.forrr,  you   of    t'.e        ttons    The  LJ»'par  trnen )    hui    Juk^m  in 
response    to    the  <         r  a  I    A.co-jnt,ng  ^jfficf's    (C.AU)    repoM    to  the 
Chair-rjon,   Cutmuttte     n   ( «  p  r  rune  n  t   vjperat.uni,   House  of 
Representot  ,  ves  ,    t  .  t  Un.    "r',2Uu>^    and    rruderrxirk  Office   f.eeds  Uj 
Better  /Vwr.aye  Au^.t-t-oh    ,}    ,  }      Trod(H,K:rk  f  Jp  e  r  u  t  i  o  r,  s  .  " 


[■Jecouse   of    the    '"tpc,  -  tur 
(Jf  t  1  c  e    {P\<))    n  >U  .-t 
our  uwn. 


"  of  the  Pat#*nt  and  Trode'.rirk 
f  f  o  r  t  ,    A  p   (  o  n  (J  t  J  M  e  d    s    /  ^  r  o  I 


I  e    s   f  J  f 


^'  r!  .  i  I    J.  .r  ^  js»'    '.r>a '  /  s  '  b        s    )  'i  i  t  i    t  '--d    i  n    Jufie  ,    fhe    f  i  -  s  J 
ptjr  t    of    jvhKt,   'i.Kjrfssfd    the  'in  no  gerr^e  n  t   of    tfe   project  h> 
both  P)()  ond    Iff    (;ff.cf-   of    fhp   Se^r*M<ir,'        Th.s    r  f  /  t  f  ^ 
■-♦'S/ltel    ■ '1    ?\    r  ef  fjfnTtetida  t  1  ons    tor    irnpro/in^    i  n  }  e  r  r -j  I  PT(; 
projf'(  t    rtK.,<(M^e«rierw     js   we  !  i    os    s  t  '  f  i  ,g  t  fi  f  r  i  i  n  q  l^e  p  u  Mrnef  i  l  ri  * 
o     r  s  1    r  f   .J  t    th  f>   en  t  I  r  e   out  ortxi  *  i  on   e  f  }  or  t 

"  sec  ori<i    pott    of    thi-   r»vi(w    involved   on   onol^sis    ot  ihf 

t  f'ldAiirj  rk    oil  torfHi  t  )  rr<   effort    by    tlie    |r,st.t,itp    for  <  o -ipu  W  r 
V_ien,es    O'kI    ],Mhoulog/    (hMj    o!     Hu    txitfon,ij    HPf^oo  of 
^faod^rf^s         fhis    rf  so  I  ted    in   f-ighf    r  e  (  orrto*- n  do  t  i  on  s 
a(]dr»ssing    tf.  hf    rni    aspects   of    trod*^iKJrK    ou  t  orrxj  t  i  o  n . 

o        This    techniral    rpvieA^wus    sobspqueo*    /   -/pond^'d    to    rnr  I  odf 
'Jn   (inalysis    of    tf.e   putpot    notonifition   effort        Ihot    sUjdy  , 
(o(ni:>!eted   hv    |(  ST    in    lotr   September,    has  .>ighf 
recfx.TTiendot  I  ons    for    irnprov^ing    the    le(hn,ca!   rrw  rKujetne  r>  t  of 
po  tent   fj  1. 1  i>fr*  ;  ,  un 

f<o(  ogn  I  /  I  r  g    fhot    rer  to  in    s  lu)  r  t  r  ofT>  i  ng  s   existed,   we   deveiopod,  m 
conjunction  with  PTO,    on    hrip  I  ernpn  t  o  t  i  on   P  I  O  n   o  s  s  i  gn  i  n  g 
responsih.  I  I  fy    fur    each   (f    the    37    ret  wnnendo  t  ,  ons    fo  appropnote 
PTO  and  departmental    officols.       ..ePIan    .      I  ode  s   key  mi  I  es  tones 
for    reguirpd   or  t  i  v  i  t  t  p  s  .      Th^y   ore   t)einq   <i<  t  i  ve  I  y  rrwnitc.red  by 
tf»e  Officp  of    the  Secretory. 
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Copies  of   these  three   reviews  and  the   Implementation  Plan  are 
enc  losed . 

We  are  currently  conducting  a  detailed  review  of   the  procurement 
issues  connected  with   the  activities  of  Planning  Research 
Corporation,   the  prime  contractor   for   the  patent  automation 
project.     This  review  is  scheduled  to  be  coopleted  by- 
December    1985,  and   (ts   results  will   be  incorporoted  into  our 
Imp  I emen  tot  ton  Plan. 


Although  our   reviews  were  much  broader   in  scope  than  the  GAD 
study,  we  hove  addressed  all   the  issues  raised   in  the  report. 
This   IS    illustrated  by   the  enclosed  chart  showing  the 
relatianshjp  between  the  GAO  recorrmendat  ions  and  our  own. 

Patent  Office  automation   is   on   important    long-range  goal  of  this 
Department  and  one  of    the   largest  ond  mast  unique  systems  efforts 
in   thp  Federal  Governnnent.     While  both  the  GfiO  and  our  reviews 
found  some  problems,   the  overall   direction  end  planning  of  this 
project   ore  sound.     The  changes  being   instituted  as  a  result  of 
these  reviews  will    further   strengthen  project  nrtj  nogemen  t ,  and 
ensure  proper  Office  of   the  Secretary  involvement. 

Our    1982  goo!   of   automating  potent  and  trademark  activities  to 
reduce  pendency  and   improve  quality    is  achievable.      I  look 
forward   to  working  with  you  and  your   staff   io  ensure   that    it  iG 
realized  on  time.      If   you  feel    it  ^^'d  be  beneficial,    I  would  be 
pleased  to  discuss   these  srudies  wt   h  you   In  more  detail. 


S I  nee  re  I  y , 


Clarence  J.  Brown 


Enc I Qsu  r es 
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APPENDIX  4.~^QUESTI0NS  FROM  THE  SUBCOMMITTEE  TO 
DAVID  PEYTON,  DIRECTOR,  GOVERNMENT  RELATIONS,  IN- 
FORMATION  INDUSTRY  ASSOCIATION,  WITH  LETTER  RE- 
SPONSE DATED  JUNE  17,  1985 

QUESTIONS  FOR  THE  INFORMATION  INDUSTRY  ASSOCIATION 


1.  Please  provide  a  description  of  curr«!ntly  available 
on-line  data  bases  that  provide  services  that  EDGAR  will 
provide.     Please  identify  the  company  offering  the  service 
and  the  nature  of  t^e  Information  available  as  specifically 
as  possible. 

2.  For  each  of  the  Information  services  Identified  In 
response  to  question  1,  please  provide  the  number  of  cuLtomers 
and  the  annual  revenues.     If  this  Information  is  not  available 
for  each  company  or  service,  please  provide  aggregate  daca. 

3.  Given  the  Investment  that  the  EDGAR  contractor  will 
be  reqjired  to  nake ,  car.  you  estimate  the  cash  flow  that  the 
contracror  will  need  during  the  life  of  the  EDGAR  contract? 

A.  The  costs  of  supporting  a  data  base  service  include 
the  (,cst  of  acquiring  and  maintaining  the  data  and  the  cost 
of  the  comiDunlcation  services  used  to  connect  with  users. 
For  an  on-line  data  base  service,  what  percentage  of  revenues 
typically  are  needed  to  pay  the  communications  costs? 

*>.  At  the  hearing,  Mr.  Peyto.i  mentioned  a  conference 
that  addressed  business  failjres  in  the  information  industry. 
Can  IIA  supply  more  information  on  this  subject,  including 
specifics  on  services  that  have  been  offered  and  failed  to 
find  a  market? 

6.  In  his  comments  on  user  charges  for  information 
products  and  services,  Mr.  Duncan  indicated  that  IIA  supports 
a  definition  of  cost  that  includes  "all  costs  Incurred  in  the 
development,  production  and  dissemination  of  the  particular 
Information  product." 

a.  Under  what  circumstances  should  federal  agencies 
charge  users  full  costs? 

b.  it  appears  that  IIA  supports  "full  cost"  pricing 
at  the  National  Library  of  Medi.  ine.     Does  IIA  also 
support  charging  full  costs  to  users  of  data  disseminated 
by  the  Census  Bureau,  and  the  Bureau  of  Labor  Statistics? 

c.  Mr.  Duncan's  statement  indicates  that  the  government 
should  not  offer  "commercial  information  products  and 
services."    What  are  "commercial  information  products 

and  services"? 

7.  Does  IIA  By%>i^ik^J<iixltfl6i^8^t^^.  Ibrary 
program? 
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ag    z  inforniatkm  Industiy  Association 


M316  Perwytvoraa  Avenue 
Washington.  DC  20003 
202/344-1969 


June  17»  1985 


The  Honorable  Glenn  £nglish 
Chairman 

Subcommittee  on  Government  Information, 

Justice »  and  Agriculture 
B-34S-C  Raybum  House  Office  Building 
Washington,  D.C.  20515 

Dear  Chairman  English: 

The  Information  Industry  Association  appreciates  your  continuing  interest  in 
electronic  filing.  In  response  to  your  letter  of  May  15,  we  offer  the  following  answers  to 
your  seven  questions. 

1.  We  have  assembled  and  enclosed  a  chart  describing  many  of  the  principal 
pnvate-sector  onhne  databases  in  the  area  of  securities  and  financial  data.  Please  note 
that  the  enormous  array  o'  current  offerings  precludes  us  from  an  exhaustive 
presentation.  We  have  also  enclosed  a  copy  of  the  cover  story  from  Forbes  magazine  of 
May  6,  1985,  entitled  "Electronic  Investing:  Just  Another  Computer  Game?,"  as  alluded 
to  by  Mr.  WiUard  in  our  testimony  on  AprQ  29.  In  addition,  we  have  included  copies  of 
chapters  18  and  19  from  the  reference  work  Databasics.  If  you  wish  to  include  these 
enclosures  in  the  printed  hearing  record,  you  would  naturally  need  to  obtain  the 
permission  of  the  copyright  holders. 

2.  Unfortunately,  we  were  not  able  to  research  the  customer  use  and  revenue 
figures  you  asked  for  in  the  time  available.  In  any  event,  some  of  that  information  is 
proprietary  and  closely  held.  To  our  knowledge,  the  most  complete  information  available 
on  this  subject  in  the  U.S.  is  the  multiclient  service  offered  by  an  UA  member, 
Information  Market  Indicators,  R.R.  1,  Box  194,  MonticeUo,  IL  61856  (217/762-8681), 
You  may  wish  to  contact  Martha  Williams,  President,  for  further  information. 

3.  Not  being  corporate  database  vendors  ourselves  here  on  the  Association  staff, 
we  had  to  rely  on  our  members  for  estimates  of  the  cash  flow  required  by  an  EDGAR 
contractor.  However,  given  the  uncertainty  about  the  magnitude  of  the  initial 
investment,  none  of  our  members  was  able  to  make  a  solid  estimate. 

4.  To  gauge  the  relative  importance  of  telecommunications  costs  for  online 
database  vendors,  we  contacted  LINK  Resources,  a  member  firm  specializing  m 
proprietary  studies  of  electronic  publishing.  Thei:  information  is  that  the 
telecommunications  component  of  costs  is  so  variable  that  no  meanmgful  generalizations 
are  possible.  We  can  say,  however,  that  the  rapid  updating  of  financial  data  will  create 
flbove-average  telecommunications  costs  for  securities-  elated  databases. 
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5.  R«Utive  to  the  (^estion  of  business  faUurePi  we  heve  included  a  copy  of  the 
HA  rmblication,  How  to  Succeed  in  the  aeetronic  Infoimttion  Marketplace.  Pages 
85-108  should  be  of  the  greatest  interest  to  you.  We  freely  grant  perroUfion  to  include 
this  material  in  the  Committee  print  and  request  that  it  bear  the  legend,  ^'Reprinted 
from  How  to  fticceed  in  the  Klaetronic  IrformaMon  Marketpla^^.  copyright  (c)  1984, 
Information  Industry  Assoviation.  Reprinted  by  permission.*'. 

8.  You  asked  a  three-part  question  or  fuU-cobt  pricing  for  iver  charges. 

a.  We  believe  that  agencies  should  recover  full  costs    in  the  seme  of 
logicaUy  attribuUUe  costs  -  where  v»><ere  is  no  determiration  by  Coi^ess,  es  a  matter 
of  democratic  or  social  policy,  that  users  should  be  served  through  appropriations  from 
taxes.  We  'md  the  basic  cr  erion  in  OMB  Circular  A-25  on  user  charges  appropriate: 
where  there  «»xUt  identifiable  private  l^nefits  aside  from  any  gene;al  pubUc  benefit, 
agencies  should  recover  coets. 

The  CensuB  Bureau  and  the  Bureau  of  Labor  Statistics  perform  unique 
functions  not  replicated,  or  repllcatable,  in  the  private  sector.  We  would  scarcely  assert 
that  BLS  should  charge  a  f ul\-coet  price  for  its  basic  monthly  press  releases,  for 
example.  Our  understanding  of  the  itatistical  agencies  <j  that  they  provide  the 
base-level  data  which  <jndergirdi  an  enormoi ;  number  of  calculations  and  value-«dded 
endeavors  which  can,  or  should,  occur  only  in  the  private  sector.  While  we  cannot  go  into 
a  product-by-product  analysis  of  the  Census  Bureau's  outputs  here,  we  tend  to  beUeve 
that  some  of  them,  especially  in  machine-readable  form,  serve  a  more  specialised  rather 
than  general  informative  f uncUon.  To  the  extent  that  is  true,  cost  recovery  is  caUed  for. 

We  would  distinguish  these  agencies,  in  some  degree,  from  NLM,  which,  as  a 
at*er  of  poU?y,  chooses  to  engage  in  secondary  biomedical  publishing  in  competition 
with  taxpaying  private  companies  over  which  it  ei^ys  no  comparauve  advantage.  In  this 
ease  we  have  caUed  for  full-cort  pricing  as  long  as  NLM  remains  a  commercial  datehuse 
vender.  Our  more  basic  point  in  this  case,  however,  is  Uak  private  industry  has 
developeo  to  the  point  where  NLM  should  with*aw  and  tertirect  its  efforts  towards 
researcn  and  development  not  being  underUken  in  the  i*ivate  sector. 

c.  Mr.  Duncan  meant  to  refer  to  information  products  and  swvices  wiih 
known  or  established  private  markets,  for  wluch  the  electronic  publishing  of  biomedical 
abstracts  and  indices  is,  again,  a  good  example.   >ur  basic  position  is  this:  except  where 
informaUon  is  an  essential  part  of  the  r  ictioning  of  democracy  or  otherwise  servec  a 
programmatic  social  poii?y  purpose,  p     te  industry  is  better  organized  to  identify  and 
meet  the  needs  of  users  through  the  interactive  market  mechanism.  Whenever  an 
information  service  can  be  operated  on  »  ^If-sust-'lning  basis,  then  it  can  and  should  be 
offered  by  private,  rather  than  government,  enterprise. 
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7.  The  nA,  on  a  variety  of  occasions,  has  indicated  its  support  for  the  partnersihip 
between  the  Federal  Government  and  librarie?  as  a  way  of  reaching  citizens.  Yes,  we 
support  the  conc^  pt  of  the  Federal  Depository  Library  Program  without  necessarily 
endorsing  all  aspects  of  its  programmatic  structure. 

We  hope  that  you  will  find  the  answers  we  were  able  to  give  useful.  Your 
questions  were  searching  ones  and  tested  the  limits  of  our  knowledge. 


Yours  truly, 


David  Peyton 
Director,  Government  Relations 


DP:daw 
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D«tib«M  Vendon  Offerinf  Acceq 


ADP,  BAI  innvrUfw,  CDC, 
Co.-npuSwve  D«liSUf,  DIALOG, 
Dow  Joo«s,  LP  Shtrp,  BYS, 
Mf*<J,  (;<uolron  Savinl,  VU/TEXT, 
Warner 


ExtTicU  of  key  fietu«l  and  finaneitl 
data  from  SEC  fUinci;  Kon-SEC  datt 
Includes  Tickar  Symbol,  CUSIP  Number, 
Duna  K.    jer,  Diaclotura  Company 
Number,  pfice/eamlnp  dala,  ale. 


ADP,  Boeing,  Chai«/lUC. 
TjliShar*  CompuServe,  PRI.  Fact 
Set,  VDS  Warner 

Chasr^rJC,  CompuS-'ve  DRl 
CiELSCO,  tavs,  Shaw.  Sl.RO^ 


rL)A,  CTL  Telenet  (««  Sp*ot'. 
niALOrj,  CompuServe,  ^uolrc 
1^5  Disrio9ure/Sv>cctrum) 


LUU  by  company  aU  documerU  filed 
•ith  Ihe  SRC  iince  I96fi.  Non-SEC  data 
as  above 

Detailed  ftnanclal  racor<b  for  as  much 
aa  30  years,  signifieant  anaiytlcal 
aoftware 

Detailed  financial  records  on  the 
most  heavily  traded  co-npaiiej; 
Non-SfcC  dita  includes  projections 

staff  analysU  as  well  as  stock 
pricing 

Ounenhip  of  stock,  including  5% 
owners,  officers  and  diractors,  and 
institutions}  Non-flEC  data  include 
Ticker  Symbol,  CUSIP  Number 
Disci  jaura  Company  Number  and  stock 
pricing 

Full  tart,  including  financial  data, 
of  IthK^t  and  KWi'i  for  selected 
companies,  Non-3EC  dau  includes 
analysts  reporU  from  brokerage, 
investment  banking  end  research 
fir  ma 


Ihm  A  BrsfHtr^et 


Ahitracts  from  Annual  Reports  of 
all  N)  SE,  ASE  and  the  moat  actively 
traded  OTC%,  including  some 
financial  data 

A  smaU  percwitagc  of  the  «  million 
Buaineaa  Information  reports 
repraaent  branches  or  affiliates 
of  public  compeniaa,  moat  infofmution 
is  prepared  by  DAB  credit  raportcs 
bated  on  information  auppUad  by  thr 
companiaa  or  their  banka  and 
creditors,  although  domiments  such 
Annual  ReperU,  lO-K^and  10^^ are 
uaed  to  aupplamant  priv"taly  collected 
data  on  the  public  compeinas 


BEST  COPY  AVAlLMbLn 


IXiUtMise  Protiuctr 


OtUb«s«  Htmt 


ApproK  Amt     ApproK  No 
of  DM  From    of  tHibiie 
SEC  Filinfs  Companies 


0«t«bu«  V9ivion  Offtnnf  ac«ws 


m 

CO 
H 

O 

o 


t»iin  4  Bradstrtet  Corp 
Dun'i  MvMlinf  S«rvic«s 


jn  Jr  yrwjjlrtct  Corp 
Dan's  Markedng  Stfvicw 


»  ofiles 


Dun  Jt  Bradf  trt«t 


'Rh  Infof nation  S«rvic«8         TRW  But.rwta  CrfiH  Proiil* 


TRW  Jnformalion  SvrviCM, 
NewlNfl 


Moo<1>'<;  Cofporst*  Profilw 


T'  IN  FT  (nr.f>-miriufioturir«) 
T''IN[T(miinufi':tj-irn) 


Com  menu 


B«Unc«  ihMt*,  ineomt  i'»l«ment4 
ind  Icey  r««o*s  f or  1  ?  i  liUkm 
comp«ni«t,  loma  of  wi,iCh  «r« 
brtnctm  or  tfrUli«t«i  at  public 
oompanitft  most  teformttloo  is 
derivod  from  DAB  Bwi n«s 
Information  RaporU 

Soma  of  tfit  l.S  tnllllon  company 
racordu  rapraatflt  ^raneh•■  or 
afflUlaiai  of  pybUe  eompaniat] 
Ineludaa  information  tJtrivtd  from 
MB  Biialnui  information  RaporU 
■I  waU  ••  additiOMl  orifflJuU 


D«t4iM  oradit  Mitoriaa  of  credit 
data  on  ovar  I  mUlion  buii/iau 
loetttona,  Irwhidinf  branchaa  »M 
affiUlataa  of  piittlie  eompanlti. 
nn««J  buainaai  and  flnand&l  datii 
on  piMic  •ompanlaa  it  nippliad  t<y 
SUndu^  &  Peor^  (att  above);  unttl 
rwMttiy  the  fUa  «aa  raiuleted  to 
bona  U6a  aradlt  axaeutlvti 

Provtdts  tMlanea  shaau  and  income 
itat«manu  (or  aU  l.Yit,  AiE, 
MASO^"  .^tional  market  eompanlci. 
and  f  laetad  OTC%  Kon-4CC  data 
Includaa  rttlOB,  indaiea  and  itock 
prlelnf 

Provldaa  daU  on  aU  MYSC,  aMS  and 
tha  13M  moat  aeitvaty  traded  Orc 
eonipinlaat  daU  U  from  SEC  filing, 
praai  ralaaaaa  and  other  piMie 
doeumanUt  No»4IC  data  aUmants 
Include  Moody^  Numbar,  Dim*i 
Numb*^  Ttekar  fymbol,  and  eommanu 
f-om  ;  >ody^  aaiton  ai  waU  aa 
vaiioua  Moody^  ratloa 

Both  fuea  Include  dau  on  brartchet 
and  af flUiataa  of  putiUc  eompanlat] 
Non-8EC  data  inoludea  market  tiwre 
and  lYlnat  number}  formerly  called 
BcofMmlc  Inform etlon  Sya temi  (SIS) 
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Personal  Affairs 


The  personal  computer  won  t  make  you  a 
better  stock  picker,  but  it  can  give  vou  a  lot 
of  information  fairly  fast  How  'well  you 
use  it  depends  on  you 

The  electronic 
edge 


Perfect 


How's  THIS  I 
Squelch' 
Your  broker  calls,  pitching 
■  stock  you've  never  heard  o<  You 
bcAT  phrasei  like  "unique  opportuni 
ty"  •nd  "bold  until  it  doubles  '  Mean- 
while, you're  wondenn^  d  this  is  the 
(irm'i  specMl  ci  the  dav  or  if  the 
broker  is  Ute  on  his  Fcrrj-*  payments 
But  instead  of  hstenini  passively  to 
your  broker's  polished  ipitl,  you  turn 
to  your  penotul  con^mter  «k1  up 
through  to  your  jivonte  databa.-*  "I 
don't  feel  very  pxjd  about  that  one, 
Joe,"  you  My  "The  stock 't  tbeady 
trading  near  its  52  week  high,  and 
eammp  eatunatea  were  i«vi»:d 
downward  tust  last  week  The  prtoe/ 
earmngi  ritio  u  tky* 
high,  compared  with 
other  coopaniea  In  the 
same  induatiy  Bcaidct, 
I  Kc  that  the  entire 
board  ol  duectors  has 
the  ume  last  name.  It 
msi  doesn't  aouad  like 
something  I'm  Inter* 
eated  in  " 

Suprnor  gamesmaa* 
ship'  Sure  But  s  lot 
more  Electronic  In- 
vesuDg  IS  an  idea 
whose  time  has  ahnoat 
come  In  the  ten  years 
since  May  Day,  when 
fixed  broknige  com- 
missions died  and  dis- 
count brokerage  took 
vii,  microcomputers 


and  stCKk  market  data^ascs^and  the 
softwjre  ^ro};r3ms  )  manipulate 
them— hive  proliferated  Major  dis- 
counters like  Charles  Schwab  and  Fi- 
delity Brokeraj?e  Services  make  it 
even  more  compelling  for  investors  to 
go  electronic  by  offering  computer- 
ized trading  With  a  personal  comput- 
er you  can  ne  into  a  discounter  24 
hours  a  day,  seven  days  a  week,  and 
place  buy  and  sell  orders  at  any  time 
As  an  adHcd  sweetener,  some  bro4iers 
also  sell  d  'abuses  at  cut  rates 

The  nur  n  ct  ukers  is  at  that  fat- 
cinating  po^  i  on  the  growth  outre, 
too  big  to  be  Ignored  but  still  small 
eirougn  to  lull  the  complacent  Link 
Resources,  a  New  York  City  market 
ifV'Ch  *irm,  sur«e;ed  a  sionple  of 
(be  8  7  miUioa  U  S  households  own- 
ing computers  and 
found  that  10%  are  tap- 
ping into  databases  for 
all  kmds  ci  informa- 
tioo — including  m  vest- 
ment data  Another 
17%  said  they  are  in- 
terested in  doing  so  by 
year-end  Of  those 
polled,  7%  said  they 
Krere  specifically  inter- 
ested in  usmg  their 
computers  for  financial 
tranaactions,  including 
stock  trading. 

There  are  other  sign- 
posts The  Amcncan 
Aasociation  of  Individ- 
ual Investors  set  up  a 
computer  investing 
group  2'/,  years  ago  It 


now  counts  20,000  members  Less 
than  a  year  ago  there  were  eight  re- 
gional groups  in  the  U  S  Today  there 
are  nearly  three  times  that  number 

What  do  electronic  investors  use 
their  .omputers  forf  And  should  you 
get  in  on  itf  Probably 

The  basic  bookkeepmg  chores- 
keeping  track  of  the  value  o<  your 
portfolio,  noting  the  current  tax  sta- 
tua  of  vour  stocks,  alerting  you  when 
dividends  are  due,  meaaunng  your 
portfolio's  performance  agauut  the 
Dow  or  som*.  other  index— are  nc  m 
pedestrian  ituff  (Some  investors 
swear  that  function  alone  ir'kcs  the 
cmt  oi  their  computers  well  worth  it ) 
Investors  went  on  from  there  to  use 


ronnts  may  a  ivus 
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The/hor  of  thv  Sew  York  Stuck  Excba/tJte 


I  J  cunputcr  for  icchnical  analysis 
The  .ji Mhcmatical  calculations  and 
tndlcis  chartin}(  by  which  tcchnrca) 
Jii.ilyMs  track  statistical  ircndj,  look 
inp  tor  buy  arij  sell  signals,  maJtL  tht 
Kib  a  naturai  for  Kimpu'crs 

But  recently,  with  so  muth  addt 
tional  inlnrnialion  availabk  from  var 
inustlat  >banks  cvcnonct  tdnid  soiiis 
havi  (>icn  able  to  use  computer^.  Jnr 
v»lid,  fun  Ijmcm  il  a.ialysis 

l>i>w  jon-.*  Niws/RLlriLval,  for  lx 
ample  p«v)ls  stvtral  difttrcnt  injur 
mjtinn  hanks  tfi  provide  sub-^cnbcrs 
uith  ni>As  ttpotts  currtnt  and 
tit.  il  s»tn  k  vjiititLS  fiinJjnunijI 
<1ni(>n  ovir  1  f)()f)  t  nijijunii  s  intur 
ni  iti'-.i  Ir  .jti  ptibln  hliiip\  iim  iij'ii'ij. 


10  K$),  ncwi  of  tender  offctt,  extracts 
from  pTOTty  statements  on  9,400  pub- 
lic companies,  jnd  hi^ltghts  of 
weekly  analyst  investment  rewareh 

The  stufi  of  yesttrday's  tutunst  fan 
cies  n  now  commonplace  fact  fof  tens 
of  thousands  of  investors  with  «  per- 
sonal computer,  a  modem  «nd  a  tele- 
phone Thinkinj?  of  huyinj;  stock  in 
Exxon'  They  arc  J?LttinR  news  on 
Exxon  that  tame  across  l\iw  )unes' 
news  strvicc  as  recently  as  90  seconds 
before,  a^  far  back  is  three  months 
Ilie  Oil  induMry?  Thtv  an.  callinK  up 
the  hLadl)nes  on  jjst  ibat  jynup 

[\,v„  )ur>L\  has  pkntv  i  f  'ditiptti 
titin  too  C<impiiSLrvL  jn  inlr)rn,j 
tinr  utihfv  bj\c  1  m  f  ohiinbu'.  Ol.iri 


offen  Sund^rd  &  Poor's  analyses,  s 
Value  Line  database,  historical  stock 
pnee  quotes  and  volumes  back  to 
1974  Another  competitor.  Source 
Tclccomputtni?  Corp ,  can  serve  up 
Media  General  stocK  analyses  and  ab- 
stracts from  leadmn  business  pcriodi 
cais,  AS  well  as  research  reports  from 
38  brnkerage  firms  Warner  Computer 
Systems  offers  eurrrnt  prices  for 
16,000  corporate  bond*  and  certain 
municipal  bimds,  consensus  eamiags 
forecasts  tuf  3,000  companies  and 
fiindamtntal  information  on  6,000 
coTipaniv^  dating  back  20  ytarj 

Then  thtrL  ait  off  line  databases, 
v,iiiLh  come  to  you  in  the  fotm  of 
<lisVs  iMitii.kvwv  intjnthor  V)  Prod 


1  joA  JiAvA  Y-'OJ  Te3a 
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ucts  )ike  Standard  &  Poor's  Stockpak 
U  and  Value  Line's  Valuc/Scrccn  al- 
low you  to  search  for  a  group  of  stocks 
that  might  fit  whatever  criteria  you 
choose  Interested  in  companies  with 
a  pncc/eamings  ratio  under  10  that 
have  a  five  year  eamuigs-pcr  ahare 
growth  record  of  20%'  Bingo 

Will  such  tools  make  you  a  match 
(or  a  professional  money  manager f 
No,  but  they  will  put  the  sman  ama- 
teur and  the  average  professional  on 
more  even  ground 

"Even  if  you  subscnbc  to  VjJue 
Line,  It's  difficult  to  go  through  and 
read  about  1,700  different  stocks," 
says  Norm  Nicholson,  the  editor  of 
the  Computerized  I mxstmg  newsletter, 
published  by  the  American  Associ- 
ation of  Individual  Investors  "But 
with  a  stock  screening  program  you 
can  do  the  kind  of  analysis  that  has 
been  done  by  Tioney  managers  and 
portiolio  managers  for  years 

'The  only  advantage  brokerage 
firms  have  is  the  information  an  an«- 
lyst  gets  when  he  calls  or  visits  the 
corporate  treasurer,  '  says  Nicholson 
You  can  often  get  the  ume  analysts' 
reports  on  line,  he  notes,  soon  after 
the  broker's  institutional  clients 

Fine  You  have  the  whole  world  at 
your  fingertips  Now  what' 

If  tiie  next  uestion  is,  can  all  ol 
these  datj,  and  state<of-the<an  soft- 
ware and  hardware,  really  give  you  in 
edge  in  ihe  maiktt,  the  answer  u  OCT- 
uuily  no  Stock-picking  is  an  art.  As 
ui  any  art.  though,  pc^ormance  im* 
proves  if  the  anist  has  good  tooU. 

There  is  a  bcttcr—or  at  least  a  more 
realistic-question  Can  the  hardwait 
and  software  now  available  put  you 
on  the  same  starting  luie  as  most  oth' 
en  m  the  market'  The  answer  is  yes. 
if  you  do  tt  nght 

David  Hall.  42.  a  retired  Control 
Data  executive,  has  no  doubt  that  his 
Zenith  IBM-compatible  computer  hu 
esmed  its  keep  On  a  ecent  morning 
Hall  checked  ui  on  the  maHiet,  as  he 
docs  two  or  three  times  daily  when 
uading  options  He  found  from  tne 
real  nme  quote«  he  gets  (no  IS  min- 
ute  delay)  that  Teledyne  had  dropped 
5  points  He  was  holdusg  put  options 
ui  the  stock  and  had  been  showing  a 
$2,000  paper  loss  He  sold  the  options 
and  turned  a  $2,000  loss  into  a  $3,000 
M»n  "I  pajd  for  sU  the  computer  scr 
vices  I  could  p<>ssibly  use  thi^  *-  >ntli 


Optiom  player  RobmOcfftnut friend 


with  that."  says  Hall  "If  I  had  waited 
to  read  the  newspaper,  I  could  have 
missed  it  " 

|ohn  Zaroslinski,  a  retired  vice 
president  of  rtsearch  at  a  ChiLa^o 
health  supply  company,  augment*^  his 
broker's  ideas  with  his  own  research 
Zarostinski  has  used  Value/Screen, 
Value  Line's  stock  screening;  program 
to  identify  stocks  he  niiKhi  be  mtcr 
estcd  in  Bccaust-  he  is  famili.ir  with 
the  industry,  Zaroslin^ki  watches 
hcalrhcarL  cnmpsnies  "1  Irkt  to  see  a 
company  whnst  pcrctnt  ij^e  prnwih  is 
perhaps  twite  tht  pnctA  utiiin's  n 
tin  I  hi>uf:hi  Ccnnvi  l)rti>;s  at 
anuind  1  I  and  u  s  up  h\  1  V'l  ' 


Sometimes  microcomputers  can 
cam  their  ketp  by  vmually  forcing 
investors  to  do  their  homework— 
sinee  it  is  a  lot  easie  to  do  electronic 
ciHy  Consider  David  Hall's  Saturday 
momir-".  routine  He  turns  on  the 
computer  and  chccki  Dow  |ones 
News/Rctritval  to  see  if  he  has 
nitsstd  any  ntws  in  the  industnes  he 
loHnwb  HiU  also  looks  into  specific 
stocks  "li  I've  wn  something  in /irfl- 
ri>n  » that  morninfi  that  interests  me,  I 
cm  go  from  never  having  heard  of  a 
sKKk  tii  havtnK  .i  fairly  good  under- 
standtriK  nf  tht  basics  ol  the  company 
iriv  diL  siiKk  ptrformancc  within  a 
biif  h.uii  "  ht  says  )ic  checks  other 
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Tools  for  heavy  hitters 


Scrums  individual  trj-ltiv  ihuiks  lo  Wt.jktliroti>;lis 
111  tichnoloj^y,  ha\t  lii,  irKstshui  cvtrat  ^ittin>;i)n 
thi  same  starting  line  wiih  ilu  juds  Whtthcr  Jt  hoiut 
or  on  the  racqun  ball  court,  they  1.111  n(»\%  |;it  market 
information  previously  available  only  on  pr^Hissional 
level  systems  costing  thousands  ol  dollars  more  Bcluw. 
some  statt  M  thc-art  hardware  and  5(>(;ware  for  hcivy 
hitters 

The  Pocket  ijuote  t*nj  ($39SL  a  hand  Iicld  FM  sideband 
receiver  from  Telcmct  Anunca,  Inc  of  Alcxatulna,  V3 
that  monitors  up  to  160  preselected  stocks  {expandable 
to  320)  For  another  M9  for  the  Pro  Connection  and  W9 
for  Pertonil  Gains  software,  you  can  interface  the  Pock- 
et Quote  Pro  with  your  IBM  or  IBM-compatiUe  pctfoo* 
■I  computer  The  Pocket 
Quote  can  download  data  into 
any  electronic  spreadsheet 
that  accepts  Data  Interchange 
Format  (DlF)  files  The  anniul 
subscnption  fee  for  all  stocks 
l«ccpt  the  two  smaller  Nrt- 
daq  iuts),  options  and  com- 
modities IS  S299  For  real-time 
quotes,  instead  0/  the  I5-min* 
ute  delay,  you  must  also  pay 
extra  exchange  fees,  which 
raiige  from  $24  a  year  for  op- 
tions to  $720  a  year  for  Chica- 
%p  Board  of  Trade  futures  la 
addiaoti,  you  can  lubscnbe  to 
UPI  business  news  bulletms 
for  $120  a  year  and  Accu- 
Wcather  forecasts  for  $24  a 
year  Telemet  America  cur- 
rently broadcasts  m  14  ciues 
and  plans  to  add  3  to  4  more  hy 


■nmQuomk  [%A79  95)byl>a- 
taspccd,  out  of  San  Mateo,  Cal- 
il,  monitors  commuo  stocks 
OD  the  maior  exchan^,  most 
httuies  ezchtfiies  tnA  stock 
options  The  amiual  subscnp- 
tion fee  «s  t3M  s  year  for  tme 
cxchaoie  nd  S120  for  each  ad- 

dbtsonal  exdianfe  Opcioos   

quotes  wil)  oast  you  another  $240  annually  Stnoc  DaU' 
speed  offers  only  real-time  rather  than  I5-minute-de- 
layed  prices,  addiuonal  ezchanfe  fees  are  also  required 
The  Quotrek,  unlike  the  Pocket  Quote,  does  ikk  signal 
when  there  is  news  on  a  stock  in  your  portfolio  Howev- 
er, you  can  tune  m  any  Quotrek  in  any  city  m  which  the 
•emce  u  oticrcd  The  Pocket  Quote,  with  iu  locked- m 
t^tat,  C4n  be  used  tn  only  one  ipcahc  ctty  as  is,  a 
•pedal  $50  module  gives  you  some  ex  ra  flcxibihry 


7V»idto£»cABfWc(i279)  Ifportabihty  isn't  important, 
thertv  Telemet  Amenca'i  iUdio  Exchange,  which 
feeds  dats  dtrealy  into  a  personal  computer  Rsdio 
Exchange  will  monitor  328  issues  (a  cheaper  version,  at 
$199,  can  mofiitor  72  issues),  and  !t  can  Uitcriacc  A  rcc 


1\  with  Lotus*  1  I  \  .,iid  Syinplum> 

Hh  xUHhn  (Sn4vvsi  s.nu  tht  Quotrek  eatinjt  be 
micrlieed  >*ttli  .1  ptrsonal  computet,  Data>pttd  came 
up  yswYi  the  Modii),  which  tan  dump  2S0  issues  into 
memory  andallowyou  tuviiv  iSatatimc  At>uiththc 
I'ocket  Quote  Pro  and  Radio  Exchange,  you  can  set 
III  lit  alerts  iMth  .t  Subscnpuun  cost  $960  a  year  for 
piofcsMonal  u^,  $600  for  nonprofessional  use 

SitoUiUMTvlew 

For  more  information  at  often  faster  speeds,  a  satellite 
dish  can  be  placed  on  your  roof  or  in  youi  olficc  or  home 
window^providcd  there's  a  clear  shot  toward  the  satel- 
lite But  nott  Satellite  dishes  can't  receive  m  some 
crowded  urban  envirormicnu,  so  most  such  services 
also  use  altemate  delivery  systems,  such  as  telephone 
lines  or  sideband  FM 

K  Qt4(Me  Foi  ander  $300  a 
month  plus  exchange  fees, 
Chicago-based  PC  Quote  will 
set  you  up  wuh  a  yearly  sub- 
scription, renul  satellite  dish 
and  decoder  PC  Quote's  m- 
stallation  fee  for  a  roof  or  out- 
door antenna  generally  runs 
around  $5GU 

The  PC  Quote  service  deliv- 
ers deuiled  trade -by-trade  in- 
formation on  from  700  to  more 
than  20,000stocks,  options  Slid 
commodities  Anextrs-costPC 
Quote  option  is  a  small  spread- 
sheet that  continually  updatea 
your  portfolio 

MiXateFttuhr  Security  pjcif- 
tc  Market  infurmauon,  a  sub- 
sidiary of .  Security  Pacihc 
Ctoip,  offers  MiRateFudcr, 
with  real-ttme  quotes  and  rates 
on  money  markeu,  (ovezn* 
mcnt  securities,  f  oreifo  cuneo* 
cy  exchaage,  metala  and  fu- 
nttcs  It  can  bf  delivered  ^ 
satellite  or  FM  sideband.  Users 
can  build  up  a  historical  dau* 
bascanddosophisticatedchjn- 
ing  aod  paphstv  Sohware  ia 

 ~    svsilabk  for  running  MiRste- 

Kndei  00  IBM  PCs,  compstiUes  or  Security  PacifK 
Market  Information's  microproccssofs.  MiRateFinder 
suns  St  $290  s  month  and  goes  to  $  1 ,500 

The  Anafva  Commodity  News  Services  ol  Kmgbt- 
Rjddcr  Business  Information  Systems  delivers  the  Ana- 
lyst, a  commodity  futures  pricing  s^xvice,  bv  utellite  or 
telep^.onc  in  addition.  Analyst  provides  news  bulletins 
on  commodities  The  service  staru  at  $325  for  those 
with  their  own  P-J  equipment  and  software  and  runs  up 
to  shout  $750  s  month  for  the  top-of-the-hne  service 
wi:h  e-^ipment  leased  fiom  Commodity  News  Ex- 
change fees  arc  sdditional 

Satellite  receiving  systems  sre  too  expensive  for  the 
average  investor  But  heavy  hitters  wtll  gjuge  their  cost 
against  the  proceeds  of  s  timely  trade  — Sttvc  Uchca 
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database*  as  well  Media  General  to 
sec  how  the  ^tock  has  done  ccmpared 
with  ethers  in  its  industry,  Di»c!t>- 
surc,  for  the  company's  latest  SEC 
fiimst,  and  Zackt  earnings  estimate* 
"I'm  not  motivated  cnoogh  to  do 
cbts  at  the  library,  so  this  isn't  merely 
making  something  easKr  1  wouldn't 


have  done  It,"  *«yt  Hall  Hre  research 
has  paid  o<f— cspecully  m  bolstermg 
his  conhdcncc  to  hold  Kood  stocks  in 
bad  times  "I  analyzed  the  food  indus- 
try and  dcadcd  Wendy's  waa  a  good 
huy  1  bought  It  at  17.  The  price  stan- 
ed  to  drop,  so  1  contmiicd  to  check  on 
It,  and  1  could  tec  everything  waa  suU 


There  afCMwdotcaa  of  datakaacs  that  even  a  Mdcst  the  stock  yricca  oIlS  MCwMts  aiU  abMC 

mreator  tts  aifoid.  Iclow.  a  aample  of  aonc  ol  tk<  mdrc  a  fdl  le^  oa  a  Om 

laciest  and  best  kMws.  Utm  cMia  d««  ChKkttiMfc  if  a  da 

Watch  for  the  exti.  chnt»  tooietiM  aa^idatod  l^^fSSSSSj^^ 

witL  datahoaes;  addlUood  feca  for  ayocifk  ifrotu,  ^"^^^vnmn^ 

telecoin»aiUcatkMMtwMkchaftct.Opciat^  AMcrica  Aaa^iatiott  of  tadtryMl  Imc^ 

C3urlcs  Schwab,  for  InataKC,  cotlmatca  that  dvriag  Anerte  AaaodotioM  i  IW 

Do«-priinc-<lmcho«cthcoauabo«t40ccautriifdatc  (P.O.  Box  1314,  PriBCCtoa,  N.|. 
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hndamcatally  nni^  Now  u'l  inhc, 
I  have  30%  oioie  stock,  ind  }C'i  tad- 
infic  irv^/'MysHall. 

Electronic  invcstuu  has  its  dangers 
Like  brjyinK  a  Porsche  that  seduces 
you  to  dnve  coo  fast,  having  instant 
Kceu  to  market  mfonnation  can 
tempt  you  to  trade  stocks  too  quickJ  y 

AJso,  It's  easy  to  ascnbe  too  many 
powers  to  your  personal  computer, 
because  it  can  acceu  and  mampulatc 
data  so  quickly  Some  software  sup- 
pliers prey  on  mvestors  who  expect 
too  much  "Youineambowtonvmu 
both  bull  and  bear  markets,"  touts  an 
ad  by  Summa  Technologies,  maker  of 
Winning  on  Wall  Street,  a  technical 
Analysis  program 

"We  try  to  keep  people  from  dunk- 
ing that  the  computer  per  se  is  going 
tolcad  topTobuhibty  It  makes  avail* 
able  the  tbcones  and  techmques  that 
have  alwsys  been  aroimd,  but  whkh 
now  can  be  put  to  use  instantaneous- 
ly," says  Nonn  Nicholaon 

Nicholsoo  recently  tested  a  techni- 
cal analysis  system  that  claims  to  sig- 
nal when  to  buy  or  sell  stock  Herana 
computer  test  oo  a  simple  moving 
average  system,  m  which  the  mvcstoi 
would  buy  (or  sell)  oo  the  Dow  fooes 
65  Stock  Index  if  the  daily  pnce  line 
crossed  a  movmg  average  on  the  ap- 
swmg  (or  downswing)  Over  the  six* 
month  penod  he  tracked  the  system, 
it  did  seem  to  generate  profits  A  fool- 
proof system?  Not  quit«i  When  even  a 
tow  commiBsioo  was  figured  mto  the 
equation  10  5%,  or  S50  on  a  $10,000 
trade},  at  no  time  wu  a  profit  realized 
'It's  helpful  to  know  that  LBM  tends 
to  outperform  the  mirket  in  both  up 
and  down  markets,"  says  Nicholson, 
"but  1  warn  people  agamst  relying  on 
buy  and  sell  signals  " 

Ajid  there  is  the  pnce  A  setup  in 
your  den  is  probably  going  to  run 
W,000  for  the  computer  and  tbe  pen 
pherals  Software  programs  run  any 
where  from  SiO  to  hundreds  of  dol- 
Ian  Database  pnccs  arc  not  as  high  as 
you  might  think  fser  labic)  or  at  least 


they  can  be  controlled  by  upptng  m 
only  after  hours  '1  can  go  on  Imc 
dunng  the  day  and  withm  ten  rmn- 
utes  know  everything  there  is  to 
know  about  a  stock  for  $8  to  SIO  At 
night  It  would  be  $3  (>  SS,"  says  Tom 
Meyers,  president  of  ihc  American 
Association  of  Microcomputer  Inves- 
tors and  an  active  options  trader  "It's 
a  small  price,  considering  your  com 
missions  and  how  much  money  you 
might  be  putting  mto  something  " 

But  Robert  CofI,  a  Reno,  Ncv  com 
putcr  salesman,  is  a  gcKid  example  of 
what  can  happen  when  an  investor 
forgets  to  keep  an  tyc  on  fht  clock  To 
htip  With  hn  options  trjJin/(,  hi. 


hooked  up  to  The  Source  and  ran  up 
hefty  bills  before  be  became  familiar 
with  the  service  "I  dropped  it  nght 
then  and  there,"  uya  Goff.  Now  he 
orders  Quicktneve  diskettes  of  ip- 
tions  dau  through  the  mail. 

Should  you  plug  m?  Generally 
speaking,  the  leu  active  you  are,  the 
less  It  makes  sense  to  go  electronic 
But  for  those  who  devote  a  fair 
amount  of  time  to  stock  trading  and 
who  en)oy  the  pmc,  a  computer  can 
put  a  lot  of  information  at  your  hnger- 
tips  Whether  that  information  will 
be  helpful  will  depend  more  on  how 
you  M\c  It  than  on  how  powerful  your 
computer  may  he  ■ 
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^^^S^^  5.-LETTER  TO  CHAIRMAN  GLENN  ENGUSH, 
GOVERNMJ^T  INFORMATION,  JUSTICE,  AND  AGRICUL- 
TURE SUBCOMMITTEE,  FROM  GLENN  P.  HANEY,  DIREC- 
T9SvJ?Sf^^^  OF  INFORMATION  RESOURCES  MAN- 
A^^Tn'??i5'I',Vi|-  S^™^NT  OF  AGRICULTURE,  DATED 
^^E^  ^'  WITH  RESPONSES  TO  QUESTIONS  SUBMIT- 
TED SUBSEQUENT  TO  THE  HEARING 


AUG  9  1985 


The  Honorable  Glenn  English 

The  House  of  Representatives 

Cha1nMn»  Goverment  InfonHtlon,  Justice, 

and  Agriculture  SubcoMUtee  of  the 

CoMlttee  on  Govemwnt  Operations 
'  Raybum  House  Office  Building 

.  ilngton,  D.  C.  20515 

Dear  Congressman  English: 

Attached  are      responses  to  the  questions  you  sent  me  following  wy 
testlMoy  before  your  SubcoMlttee.   I  appreciated  the  opportunity  to 
appear  before  your  Subcomlttee  to  discuss  our  EDI  proj^t. 

Please  feel  free  to  contact  me  If  you  have  any  further  questions. 


Sincerely, 


AttachMnt 
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,  5-466  0  -  86  -  15 
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RESPONSE  TO  QUESTIONS  FuR  GLENN  P.  HANEY 
DIRECTOR,  OFFICE  Of  INFORMATION  RESOURCES  MANAGEMENT 
DEPARTMENT  OF  AGRICULTURE 


I.   The  EDI  contract  between  the  Agriculture  Department  and  Martin  Marietta 
Oata  Systems  (MMDS)  calls  for  payments  to  MMDS  of  $250,000.  Please 
describe  what  MMDS  Is  providing  In  exchange  for  this  payment. 

USDA  had  to  levy  some  special  requirements  on  the  EDI  system  that  could  not 
be  satisfied  by  any  existing  software.   These  were  primarily  related  to  the 
time-sensitive  nature  of  our  data.   The  $250,000  was  the  negotiated  charge 
for  developiuent  of  the  required  special  software.   The  following  further 
defines  these  special  requirements: 

.   Much  of  the  USDA  data  Is  collected  and  needs  to  be  disseminated  on  a 
non-scheduled  basis.   FAS  trade  leads,  for  example,  need  to  be  made 
available  to  potential  sellers  as  soon  as  the  Information  Is  received 
from  attaches  abroad.   News  releases  go  out  at  any  time.   AMS  market 
news  reports  are  received  from  the  various  reporting  locations  all  d^y 
long  and  must  be  made  available  to  the  user  of  this  data  as  soon  as 
possible. 

To  satisfy  the  need  to  get  our  data  to  those  who  need  It  as  soon  as  the 
data  Is  available,  MMDS  Implemented  an  auto-dial  feature. 
Organizations  ^"^ntractlng  to  receive  data  from  the  EDI  system  establish 
an  "order  list"  with  MMDS  and  any  time  USD^  releases  a  report  for 
dissemination  It  Is  automatically  transmitted  to  all  who  have  ordered 
It  through  the  auto- dial  feature.    This  makes  It  unnecessary  for  the 
users  to  continually  query  EDI  looking  for  new  data  they  have  not  yet 
received. 

The  auto-dial  feature  also  satisfied  another  Important  requirement.  Ue 
needed  a  method  to  guarantee  that  all  organizations  contracting  for  our 
data  would  have  equal  access  to  It  and  would  receive  It  at  tlie  same 
time.    The  MiDS  system  Is  designed  to  Initiate  the  auto-dial    to  all 
requesters  at  the  same  time  to  assure  this  equal  access. 

MMDS  also  Implemented  software  to  support  a  dedicated  line 
Interface  for  those  public  users  that  required  this  level  of  service. 

.   Tne  EDI  system  Is  a  menu-driven  system  which  Is  flexible  enough  to 
meet  requirements  of  short  unstructured  releases  as  well  as  the  much 
longer  formal  reports  such  as  those  released  by  ERS  and  SRS.  We 
required  the  capability  of  multl -level  menus  (up  to  six  levels)  to 
classify  the  releases  for  easy  search  and  retrieval.    Further,  we 
required  that  menu  headings  at  each  level  could  be  preset  or  could  vary 
for  each  report.   This  special  srftware  made  It  possible  to  accommodate 
all  our  various  reports  in  a  single  system  and  made  It  possible  for  all 
our  Agencies  to  participate  In  the  project.    In  order  to  best  meet 
requirements  of  the  user  community,  we  felt  It  was  Important  to  have 
all  agencies  participate  so  that  USDA  data  could  be  acquired  from  a 
single  source.    In  the  long  run,  this  would  be  easier  and  more  cost 
effective  for  all  Involved. 


445 


.   While  Many  of  our  users  have  Mved  to  the  display-oriented  3?70 
protocol,  we  still  have  nany  with  the  less  sophisticated  HY  dev^^ces. 
We  therefore  required  that  software  be  developed  to  «eet  both 
requlrcaenwS. 

.   The  Agencies  that  will  be  loading  data  Into  the  EDI  systeii  already 
had  various  types  of  equlpMnt  that  required  support.   MMDS  was 
required  to  accept  data  fro«  various  word  processors,  nlcrocomputers, 
and  mlnlcoMputers.    We  did  not  want  to  require  Agencies  to  acquire  new 
equlpiient  Just  for  the  EDI  systea. 

.    The  Most  significant  special  comunlcatlons  support  was  developed 
for  AMS.    They  currently  have  a  dedicated  national  leased  wire  systew 
to  collect  and  dissewlnate  Market  news  reports.   The  8A1  protocol  and 
the  Message  formats  are  not  standard.    moS  provided  AMS  with  special 
conversion  software  and  equipment  to  Interface  these  two  systems 
without  requiring  special  accommodation  1r,  either  EDI  oi  the  currently 
operating  market  news  system. 

.   Additional  software  features  provided  by  m>S  IncVjde  ability  to 
load  a  report  for  release  at  a  specified  la*     time,  ability  to  delete 
a  report  from  the  system  automatically  or  on  command,  and  ability  to 
support  multiple  versions  of  a  report. 

.   The  system  will  also  provide  us  with  detailed  usage  statistics  on 
who  acquired  what  releases  and  on  what  day.    This  Information  will  be 
Important  to  us  In  a  continuing  evaluation  of  the  specific  demand  for 
our  data  on  the  part  of  the  public. 

In  addition  to  the  software  referenced  above,  the  $250,000  included 
training  for  the  various  types  of  USDA  users,  manuals,  system  cards  and 
brochures. 

2.  What  other  pa^yments  will  the  Departanent  bo  required  to  make  to  MS 
during  the  course  of  the  contract? 

The  contract  with  MMDS  Is  for  computer  use.   The  Department  will, 
therefore,  pay  for  costs  associated  with  loading  our  data,  storing,  and 
managing  It.   We  will  also  pay  any  costs  for  our  own  employees  to  access 
data  on  the  system. 

3.  Who  owns  the  software  developed  In  connection  with  the  contract?  Will 
the  Department  or  M1DS  have  any  rights  to  the  software  at  the  completion  of 
the  contract?  Will  the  Department  acquire  title  to  ar\y  hardware  under  tne 
contract? 

The  Department  owns  the  softw;»re  developed  In  connection  with  the  contract 
and  will  retain  rights  to  It  at  the  completion  of  the  contract.  The 
Department  will  not  acquire  title  to  any  hardware  under  this  contract. 

4.  The  Food  and  Drug  Administration's  dissemination  arrangement  with 
Dialcom  makes  agency  Information  available  Internally  within  FDA  as  well  as 
to  outside  users.    FDA  paid  nothing  for  software  development  and  pays  only 
a  small  fee  for  Its  use  of  the  system.   Other  agencies  have  been  able  to 
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make  simila,  arrangements  for  electronic  dissemination  systems.    How  did 
the  Agriculture  Department  determine  that  it  was  necessary  to  spend 
$250,000  for  the  development  of  a  custom-designed  dissemination  system? 
Please  3e  as  specific  as  possible  in  explaining  why  it  was  not  possible  to 
use  an  '*xi sting   ""^^ctronic  dissemination  system. 

As  specified  in  our  answer  to  question  1,  our  requirements  cou' '  not  br  met 
by  any  of  the  existing,  rather  simple,  electronic  mail    /stems  ^jch  as  that 
provided  by  Dia'com.    The  Dialcom  system  could  not  support  our  public  users 
but  is  more  oriented  toward  the  end-users  with  simple  lovy  speed  terminal 
query  type  access.    We  focused  on  getting  our  data,  in  bulk  form,  to 
companies  that  were  already  in  the  dissemination  business  as  quickly  and 
easily  as  possible  and  on  an  equal  basis.    We  specifically  avoided  the  kind 
of  end-^ser  service  offered  Ij  Dialcom  because  we  would  be  establishing  a 
service  In  direct  competiMon  with  private  sector  companies  already  in  the 
informatwrt  dissemination  business.    The  software  required  to  focus  on  the 
"mlddlemaii"  did  not  exist. 

During  the  development  of  this  EDI  system,  we  communicated  frequently  with 
the  companies,  such  as  Agnet  and  Dialcom,  who  had  a  direcl.  concern.  They 
needed  absolute  assur^-nce  that      were  not  establishing  a  system  that  would 
pro./ide  unfair  competition  to  them.    We,  therefore,  felt  that  it  was 
important  that  we  have  total  control  over  the  features  and  the  operation  of 
the  software.    The  only  way  we  could  be  assured  of  this  control  was  to 
design  the  software  and  pay  for  it  ourselves. 

5-    Were  there  any  bidders  who  offered  to  provide  services  without  asking 
for  a  fixed  payment  from  the  Department?   Why  were  these  bids  rejected? 

All  the  bidders  responding  to  our  soMcitation  required  payment  for  the 
software  development. 

C.    The  contract  provides  that  ten  percent      MMDS  revenues  will  be 
credited  against  the  contract  prlc;.    Mr.  Harey  testified  that:  "We 
anticipate  -    ;up1ng  that  cost  [$250,000]  over  the  life  of  the  contract, 
but  we  don't  know  whether  we'll  get  it  in  the  first  year,  or  the  second 
year,  or  the  third  year."    Has  either  the  Department  or  MMDS  made  any 
estimates  or  projections  S'lpporting  this  statement? 

It  Is  difficult  to  estimate  how  many  public  users  of  our  system  there  will 
be  bpcause  this  broad  a  dissemination  service  has  never  been  developed 
before.    We  also  recognize  that  it  has  growth  limitations  in  that  we  are 
rot  attempting  to  support  the  ultimate  end-user  of  our  data.  Another 
unknown  1s  just  how  much  data  any  of  the  public  users  will  acquire.  Our 
^est  estimate  provided  to  the  proposing  contractors  was  that  we  would  have 
24  users  by  the  end  of  the  first  year  of  operation  an:?  that  this  would 
double  by  the  end  of  the  third  year.    If  each  of  these  users  contracts  only 
at  the  minimum  level  vJ^lSO.GO  per  month),  the  Department  will  receive 
$180.00  per  year  per  user  or  somewhere  between  $4,000  and  jd,000  per  year. 
Unless  the  usage  far  exceeds  our  current  estimates,  the  Department  will  not 
fully  recover  software  development  costs  during  the  life  of  the  system 
which  IS  five  years. 

7.    Where  did  the  idea  of  tne  ten  percent  credit  originate?   Wa-  it  a 
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requlrerr^nt  Imposed  by  the  Department  or  was  it  Included  by  the  cortrartc 
In  Its  proposal? 

The  ten  percent  credit  originated  with  MMDS  In  their  proposal.  It  was  not 
required  or  suggested  by  the  Department. 

8.  In  evaluating  proposals  for  the  EDI  contract,  how  much  weight  ^as 
assigned  to  the  ten  percent  credit?   How  much  weight  was  assigned  to  the 
price  charged  to  public  users  of  the  EDI  system? 

No  weight  was  specifically  assigned  to  the  ten  percent  credit  in  evaluating 
the  proposals.  Four  points  out  of  a  total  one  hundred  ^ere  assigned  to  the 
charging  structure  for  public  users  referred  to  as  Level  1. 

9.  Mr.  Hsney  indicated  that  the  revenues  credited  to  the  ^epartnient  were  a 
user  fee  "to  share  the  costs  of  making  [information]  available...."  Please 
identify  the  specific  costs  Incurred  by  the  Department  and  related  to 
public  use  of  the  EDI  system  that  this  ''user  fee"  '•s  supposed  to  cover? 

i:  may  be  a  misnomer  to  refer  to  the  10  percent  credit  as  a  "user  fee." 
MMDS  makes  their  profit  from  selling  computer  t^me-sharing  servicei.  USDA, 
in  putting  its  data  on  the  MMDS  system  for  public  access  is  providing  MMDS 
with  a  business  opportunity.    The  more  public  users  the'^e  are,  obviously, 
the  more  money  MMDS  will  earn  in  marketing  the  EDI  system.    They  in  no  way 
are  increasing  charges  .o  their  users  because  they  are  charging  standard 
rates.    By  giving  us  the  10  percent  credit,  they  are  essentially  sharing 
with  the  USDA  software  development  costs  which  were  necessary  to  make  the 
systen  ^^ossible. 

As  was  previously  mentioned,  the  Department  requireo  special  software  to 
make  1  ;  highly  time-sensitive  data  available  tc  the  public  in  an 
acceptable  manner  meeting  both  their  requirements  and  ours.    Both  the 
Initial  development  cost  and  our  continuing  operational  costs  can  be 
largely  attributed  to  public  use.   The  ten  percent  credit  would  cover  only 
a  very  small  part  of  our  overall  costs. 

10.  How  does  the  "user  fee"  charged  to  publ  ic  users  of  the  EDI  system 
compare  to  the  user  fees  charged  foi  printed  documents? 

There  is  a  logical  comparison  in  t^^at  costs  for  documents  cover  only  the 
cost  of  producing  the  document;  costs  for  EDI  servire  cover  only  t^e  cost 
of  access  to  *'he  :omputer  based  ^,ervice  to  acquire  the  report.    In  both 
Coses  the  chi  '•ge  is  for  thp  service  and  NOT  for  the  data  Itself.  The 
obvious  difference  is  in  the  quality  of  service  and  its  vaiue  to  the 
publ ic. 

11.  Since  the  EDI  system  is  providinn  informition  within  the  Department  as 
well  as  to  outside  users,  are  there  "ny  costs  that  uniquely  support  tha 
outside  dissemination  part  of  EDI?  WouU'  the  operational  costs  of  the  EDI 
system  be  any  cheaner  if  no  outside  dissemination  features  were  supported? 

The  specialized  software  is  specifically  to  meet  the  needs  of  the  public 
users.  If  we  were  only  ccr<"erned  with  meeting  the  needs  of  'lata  sharing 
within  the  Department,  we  #^ould  probably  Install  the  system  on  our  own 
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Departmental  Computer  Centers  i^lch  are  not  open  to  the  public  at  large. 
The  EDI  system  Is  specifically  for  the  public.    We  will  use  It  Internally 
also  so  that  our  Agencies  don't  have  to  duplicate  the  data  for  access  by 
our  own  personnel.    Our  own  needs  could  be  met  more  easily  by  simpler 
software  that  Is  already  available  If  that  were  our  only  requirement. 

Operational  costs  for  the  Department  would  be  similar  whether  we  operate 
the  system  on  our  own  equipment  or  on  that  of  HMDS. 

12.  If  there  were  no  demand  for  electronic  Information  by  outside  users, 
might  the  Department  have  established  an  electronic  Information  system  like 
EDI  for  Its  own  internal  use?   Would  such  an  Internal  system  have  differed 
In  any  major  way  from  EDI? 

As  stated  above,   the  EDI  system  was  designed  specifically  to  meet 
requirements  of  the  public  users.    Internal  requirements  could  have  been 
satisfied  with  a  simpler  system  without  feati'  -es  such  as  auto-dial  and 
could  have  been  operated  on  our  own  Departmental  computer  systems. 

13.  The  contract  with  rr?!?^  Indicates  that  the  r:venue  credited  to  the 
Department  by  mOS  will  be  offset  aqalnst  the  contract  price.    Why  Isn't 
this  revenue  deposited  In  the  Treasury  ?s  a  miscellaneous  receipt? 

The  revenue  credited  to  the  Department  by  IMDS  Is  to  help  defray  the  cost 
of  Implementing  the  system  for  the  benefit  of  the  level  one  users.  This 
credit  Is  retained  by  the  Department  so  that  Agency  approproprlated  funds 
do  not  subsidize  the  level  one  users. 

14.  What  Is  the  volume  of  public  use  of  the  EDI  system  during  the  first 
few  weeks  of  operation? 

It  Is  too  early  to  give  you  any  meaningful  volume  data  on  public  use  When 
the  EDI  system  went  operational  on  July  30,  1985,  WDS  had  contracts  with 
ten  user  organizations.    We  are  expecting  this  number  to  Increase 
consistent  with  our  original  projections  as  more  become  aware  of  the  system 
and  Its  value  to  them. 

15.  H^w  win  Agnet  or  other  exH^^Ing  Department  electronic  Information 
systems  be  affected  by  EDI?   Will  these  other  systems  be  replaced  or  will 
they  continue  to  exist? 

Commercial  dissemination  systems  such  as  Agnet  will  benefit  from  EDI  In 
that  they  will  be  able  to  obtain  all  t^me-sensltlve  or  perishable  USDA  data 
from  a  single    3urce.   This  Is  a  more  cost-effective  approach  for  them  a-'d 
Is  easier  from  an  operational  viewpoint.    The  a'jtomatic  dial  feature  Is  a 
major  asset  to  them  In  their  business  because  they  know  they  will  receive 
reports  as  soon  as  they  are  released  by  the  USDA  and  at  the  same  time  as 
does  their  competition. 

I  assume  by  "other  systems"  you  tre  referring  to  the  seve  al  pr  n  efforts 
Initiated  by  the  USDA  agencies  to  test  the  use  of  electronic  medium  for 
disseminating  data.    These  pilots  v  11  be  discontinued  and  all  data  will  be 
made  available  only  through  EDI.    The  timing  of  the  phasing  out  of 
alternative  systems  will  denind  on  the  requirements  of  tho^e  depending  on 
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them  and  their  ability  to  switch  to  alternative  oources  of  our  data.  One 
of  the  objectives  of  the  EDI  system  Is  to  provide  our  agencies  with  a 
single  system  to  meet  their  dissemination  requirements  and  eliminate  the 
need  for  multiple  transmissions. 

16.    How  does  the  price  for  using  EDI  compare  to  the  price  of  Agnet  or 
other  similar  electronic  systems?   Please  respond  with  respect  to 
Departmental  users  and  public  users. 

It  Is  difficult  to  make  a  direct  comparison  of  EDI  costs  with  the  various 
services  that  have  been  piloted  because  they  are  so  different  In  terms  of 
scope  and  service  provided. 

Public  users— In  the  past,  ERS  and  FAS  placed  their  data  on  Agnet  at  ni 
cost  to  Agnet.    This  was  done  under  a  cooperative  arrangement  to  test  the 
desirability  and  effectiveness  of  electronic  data  dissemination.  It  was  the 
success  of  pilots  such  as  Agnet  that  convinced  us  that  the  technique  had 
merit  but  the  service  had  to  be  procured  on  a  competitive  basis  to  assure  a 
fair  selection.    Agnet  will  now  be  expected  to  pay  MMDS  for  the 
computer/communications  services  it  utilizes  In  receiving  the  data.  MMDS 
win  charge  their  standard  comnerclal  time-sharing  rates  for  the  service. 

Departmental  users— We  are  expecting  the  Departmental  users  of  EDI  '^ay 
essentially  the  same  as  they  would  If  they  were  to  obtain  the  data  from  any 
other  service. 
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APPENDIX  6.-LETTER  TO  CHAIRMAN  GLENN  ENGLISH. 
GOVERNMENT  INFORMATION,  JUSTICE,  AND  AGRICUL- 
TURE SUBCOMMITTEE  FROM  GUY  M.  BLYNN,  EXECUTIVE 
VICE  PRESIDENT,  THE  UNITED  STATES  TRADEMARK  AS^ 
SOCLVTIO]>I,  DATED  NOVEMBER  4, 1985 

THE  UNITED  STATES  TRADEMARK  ASSOCIATION 

6  EAST  45TH  STREET  •  NEW  YORK,  N  Y.  10017 
TELEPHONE:  212-986-5880 


EXECimVE  OFFICES 


November  4,  1983 


The  Honorable  Glenn  English,  Chairman 
Subcommittee  on  Government  Information, 

Justice,  and  Agriculture  of  the 

Committee  on  Government  Operations 
B349-C  Raybum  House  Office  Building 
Washington,  D.C.  20515 

Dear  Chairman  English: 

I  wish  to  thank  you  and  the  members  of  your  staff  for  the  consideration 
shown  to  me  and  tc  The  United  States  Trademark  Association  during  your 
Subcommittee's  hearing  on  October  18.   1985,     The  opportunity  to  share 
views  with  members  of  Congress  Is  an  Important  part  of  our  deaocratlc 
system  and  The  United  States  Trademark  Association  values  such  oppor- 
tunities most  highly. 

^'<^vlng  had  the  opportunity  to  review  the  transcript  of  my  remarks  before 
your  Subcommittee,  I  would  like  to  elaborate  on  two  points  that  were 
addressed  during  the  hearing. 

The  first  Is  whether  the  maintenance  of  both  a  paper  and  electronic 
record  of  the  Patent  and  Trademark  Office's  trademark  Information  would 
resolve  the  pending  conflicts  relating  to  public  access  and  fees.  The 
second  deals  with  the  PTO's  proposal  to  provide  limited  free  access 
time  (e.g.,  six  hours)  to  any  person  i„  airing  to  use  the  PTO's  elec- 
tronic data.  i. 


USTA  doubts  that  the  maintenance  of  two  Identical  records  would  be 
efficient  and  believes  It  would  be  extrane  y  costly.     Futther,  since 
the  recognition  of  the  need  for  an  electronic  database  grew  out  of 
the  public's  frustration  with  the  PTO's  Inability  to  maintain  a  com- 
plete and  accurate  prper  record.  It  seems  unlikely  that  the  PTO  )w 
could  maintain  a  paper  record  which  would  be  equivalent  to  the  elec- 
tronic database,  particularly  when  the  pTO  has  no  operational  moti- 
vation to  maintain  It.     In  reality,  users  of  the  pTO's  trademark  search 
room  would  not  have  a  viable  choice  because  the  two  would  not  be  equiv- 
alent. 


Finally,  the  maintenance  of  a  paper  record,  affordable  by  all,  and  a 
better  electronic  database,  affordable  only  to  those  willing  to  pay 
a  hefty  fee,  may  have  far-reaching  policy  Implications.     Is  oar  form 
of  government  one  that  should  be  structured  around  the  concept  of 
rendering  services  based  upon  one's  ability  to  pay? 
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The  second  point  Is  Comnlssloner  Qulgg's  proposal  to  allow  a  limited 
amount  of  free  access  time  to  each  person  who  wishes  to  use  tht  ^O's 
electronic  database.    Even  though  this  proposal  has  been  circulating 
for  somo  time,  The  United  States  Trademark  Association  has  not 
been  provided  with  any  details.    However,  on  analysis  of  the  concept, 
USTA  believes  that  It  is  Ilk.  y  to  be  unworkable  and  costly. 

Assuming  that  each  member  of  the  public  were  to  be  given  six  hours  of 
access  time  without  charge,  you  could  rest  assured  that  each  of  the 
members  of  isy  household  and  several  of  ny  acquaintances  would  be  asked 
to  donate  their  free  connect  "^^me  to  me.    Imagine  what  would  happen  If 
this  were  repeated  by  every  ma^or  corporation;  Imagine  the  schojues 
%»hlch  might  be  concocted  by  those  wishing  to  *'trade"  in  hours.  And, 
imagine  the  administrative  and  accounting  nightmare  to  be  suffered  by 
the  pro  in  its  attempt  to  manage  such  a  system. 

As  I  indicated  at  the  hearing.  The  United  Stages  Trademark  Association 
stands  ready  and  willing  to  respond  f  any  further  questions  which  you 
or  o^her  members  of  the  Committee  may  have  at  any  time,  and  to  work 
with  the  PTO  to  improve  the  way  in  which  service  is  rendered  to  the 
publ ic . 


Executive  Vice  President 


GMB:dd 
end . 

cc:    William  A.  Finkelsteln,  Esq.  w/enci. 
Robin  A.  Rolfe,  Esq.  w/encl. 


THE  UNITED  STATES  TRADEMM^K  ASSOCIATION 


ERLC 
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APPENDIX  7.-MATERIAL  RELATING  TO  0MB  DRAFT  CIRCXJ- 
LAR  ON  MANAGEMENT  OF  INFORMATION  RESOURCES 

A.  "M^^AGKiONT  OF  Federal  Infoemation  Resources;  Notice  and 
Request  for  Pubuc  Comment,"  Office  of  Management  and 
Budget,  Fed.  Reo.,  March  15, 1985 


rriday 

March  15,  1985 


Part  V 

Office  of 
Management  and 
Budget 

Managsment  of  Federal  Information 
Reaourcet;  Notice  and  Request  for 
Public  Comment 
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OfTKE  OF  MANAGEMENT  AND 
■UDQET 

MarwgMnmt  of  Ftdaral  Information 


[Noi*  Thi»  repnnl  incorporate»  edllon»l 
correcriont  ihit  «re  publiihed  m  ihr  Fodwil 
lUflstw  of  Thur»di>  March  21  1985  j 

AOCNCY  Office  of  Management  and 
Budget  Fxecutive  Office  of  the 
President 

ACTioil  Dm  ft  0MB  Circular  No  A  

Requeil  for  Public  Comment 


f  Thta  Circular  ii  mtended  to 
provide  h  general  policy  framework  for 
management  of  Federal  information 
reaourcei  The  Circular  implementi 
provifioni  of  ihe  Pa  ^rwork  Reduction 
Act  of  1B80  as  well     other  st^tutei 
Executive  Ordera  and  policiea 
concerning  general  information  policy 
infonnation  technology  privacy  and 
maintenance  of  Federal  records  The 
Office  of  Management  and  Budget 
publiahed  a  notice  concerning 
development  of  the  Circular  cn 
September  12  1983.  and  rpceivcd 
comments  md  luggerMoni  from  the 
public  Thii  Circular  9up«-.8cdcB  0MB 
Circular  Noa  A-71  A-go  A-106  and  A- 
121 

OATl-  Commenti  from  the  pubhc  should 
be  aubmitled  no  late'  than  Mdy  14  196~^ 
AWHiMt:  Comments  ahould  be 
addretiedio  )  Timothy  Sprehp  Office 
of  Informahon  a.nd  Regulaloiy  Affairs 
Room  3235  New  Executive  Office 
Building  Office  of  Managemeit  and 
Budget  Wiiahington  DC  20503 
Telephone  (202)  3t5-4fl14 
sumxMtNTAtiv  WFOMunoM:  The 
Paperwork  Reduction  Act  of  1980 
(hereinafter  th.*  Act)  Pub  I  fl6-511  94 
Stat  2«12  codified  at  Ch.ipier  35  of  Title 
44  of  the  United  StHtei  Codes 
e,iabliahea  a  broad  mand<jte  for 
agencies  to  perform  their  information 
activitica  in  Hn  efficient  effective  and 
economical  manner  Section  3504  of  Ihe 
Act  provides  authority  to  the  Director 
Office  of  Msnagrment  and  Budget 
(0MB)  to  develop  and  implement 
uniform  s.  }  consistent  information 
rfiourccs  managfmmt  policies  iversee 
the  development  and  promote  ihe  use  of 
mformalton  menagcment  principles 
standards  and  guidelines  evaluate 
agencv  infortnstion  mansgement 
practices  in  order  to  determine  their 
ddequacv  snd  efficiency  and  determine 
( ompliancr  of  ^uch  practic«  s  with  thi- 
pol'cies  principlps  ^tandurds  md 
guideline*  oror.iulgaled  bv  the  Direcior 

Thi<  Circular  implements  ()MB 
niithnntv  under  thf  A(  t  willi  reaper  I  t. 
section  J504(}i)  g.«ni'r«I  infornmli'in 


policy  section  3504(e)  records 
management  lection  3504(f)  privacy 
and  auction  3S04(g),  Federal  automatic 
data  processing  ^nd 
telecommunications  the  Pnvacy  Act  of 
1974(5  use  5&2«)  section  111  of  the 
Federal  Properiy  and  AdminiatraUve 
Servicea  Act  of  1949  aa  amended  (40 
use  758)  the  Budget  and  Accountini 
A  J  of  1921  (31  U  SC  1  er  se?  ).  and 
Executive  Order  12040  cf  March  Z7. 
1976  The  Circular  complements  sere 
Part  1320  Controlling  Paperwork  Burden 
on  the  Public  which  implemenls  other 
sections  of  the  Paperwork  Reduction 
Act  dealing  wilh  controlling  the 
reporiing  and  r«cor^*eeping  burden 
Diaced  on  the  r^uJ  : 

Inadditip-.  this  Circular  revises  and 
consolidp  ,es  policy  and  procedures  in 
five  exf  ting  0MB  directives  and 
rescind  i  thebe  directives 
A-71— j'esponsibiliti*-.  for  the 
Admin. •'fratlon  ^nd  Management  of 
Automatic  Data  Processing  Activities 
Trdnsmi  tal  Memorandum  No  1  to 
Circular  No  A-71— Security  of 
Federal  Automated  Information 
Systems 

A Cooperating  *iih  State  and  Local 
Governments  to  Coordinate  and 
Improve  Information  Systems 
A-IOft— Responsibilities  for  the 
Msmtenance  of  Records  about 
Individuals  by  Federal  Agencies 
A-121— Cost  Accounting,  Cost 
Recovery  md  Interagency  Sharing  of 
Data  Processing  Facilities 
Development  of  thti  Circular  On 
September  12, 1903  0MB  published  a 
Notice  m  the  Fadmt  Roflsttr  48  FR 
40904,  announcing  development  of  an 
0MB  policy  circular  on  Federal 
information  management  md  soliciting 
public  comment  The  notice  slated  that 
0MB  was  engaged  in  rewnting  the  five 
polic>  Hireclivea  above  md  also 
soKcited  public  comment  on  le  issur  s 
going  beyond  the  five  policy  directi  ves 
In  response  to  this  notice  by  january 
1904  0MB  received  comments  from  ^* 
Federal  agencies  and  39  members  of  t 
pjblic  These  comments  were 
summarized  by  0MB  and  the  summary 
was  widel>  distributed  to  interested 
parties  Comment*  on  the  notice  have 
been  considered  in  formulating  this 
Circular 

OMB  s  review  of  the  five  existing 
policy  directives  led  to  the  conclusion 
that  much  bu!  not  all  of  their  content 
wss  procedural  in  tislure  concerned 
chiffl>  with  how  poiicv.  *-  -re  to  be 
carried  out  OMG  determined  that  it  was 
importtnt  clearly  lo  distinguish  the 
stHtement  of  policies  from  the 
procedure*  fnr  implementing  ihosf 
policies  fnr  this  rcasnn  the  mam  body 
of  this  Circuit-  ronsiBls  of  b«»ic 


considerations  and  assumptions 
policies  and  assignments  of 
responsibility  the  appendices  to  this 
Circular  consist  of  procedures  for 
implementing  vanous  policies.  OMB 
developed  the  msin  bod)  of  this 
Circular  r«  >ing  u.'wn  comments  on  the 
Fodarsl  R«fisl«r  notice  as  well  as  other 
forms  of  Federa  I  agency  and  public 
input,  principally  meetings  with 
interested  paHiet.  For  the  procedural 
revisions.  0^>.  relied  on  the  assistance 
c  f  interagency  task  groups 

The  revised  contents  of  Circular  No 
A~71.  dealing  with  assignments  of 
responaibililiea  are  in  the  mam  body  nf 
this  Circular  The  contents  of  Circular 
No  A-90  are  rescinded  entirely,  with 
the  exception  of  a  policy  statement  at 
section  8(b)(17)  of  thtr  Cirrular 
Revisions  of  the  procedural  aspects  of 
the  other  three  policy  directives — 
Trana mittal  Memorandum  No  1  to  A-71 
A-106.  and  A-121— are  appendices  to 
this  Circular  The  appendices  will  have 
the  same  prescnptive  force  as  Ihts 
Circular  and  will,  when  Hnal  be  issued 
as  part  of  this  Circular 

On  September  17,  iqm  Ihe  President 
signed  National  Security  Decision 
Directive  (NSDD)  No  145  National 
Policy  on  Telecommunications  and 
Automated  Infoimation  Systems 
Secunty  The  NSDD  require!  that  the 
Director.  OMB.  'eview  for  consistency 
with  the  N^D.  and  emend  as 
appropriate  OMB  Circular  No  A-71 
Transmittal  Memorandum  No  1  The 
draft  Circular  and  Appendix  111  are 
intended  to  satiafy  the  NSDD 
requirement 

Analyoia  of  Key  SecHoQS 

Basic  CoriMiderafions  and 
Asiumptions  Basic  considerations  and 
assumptions  are  statements  that  provide 
the  underpinnings  for  the  preacnplive 
policies  in  section  6  These  are  either 
denved  from  statutes  or  legislative 
history,  or  represent  executive  branch 
management  philosophy  as  embodied  in 
this  Circular 

-Statements  7-a  through  7-d  provide 
the  general  context  for  management  oi 
Federal  information  resources 

—Statement  7-e  states  a  general 
predisposition  to  use  up  to-date 
information  technology  to  manage 
Feder  '  information  resources 

— Slsiements  7-f  and  7-g  periain  to  the 
Privacy  Act  and  the  Freedom  of 
Informstior.  Ac  ^spectively 

—Statement  7-h  oeriains  to  the  National 
Science  and  Technology  Policy 
OrRflni7ation  and  Priorities  Act 

—Statement  7-i  prrtatnji  to  the  Federal 
Records  Act 
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— Slatemen)  7-|  iiBtei  •  relatronihip 
betwern  Fedpral  infonridtion  policy 
and  intemanonal  inform«»ron  policy 
8  Polities  Thi»  icclion  ii  divided  into 
two  lubiectioni  that  gpneralty 
correspond  to  the  twofold  definition  of 
information  reiourcei  mar Jijement  in 
lection  B-b  namely  information  itseU 
and  the  rt  ourcei  miociated  with 
informalion 

n  nformotian  Manoy^mrii'  The 
Paperwork  Reduction  Ac!  Hcknowledgei 
that  information  11  a  valuable  resource 
and  ahould  be  managed  ai  such 
Proceeding  fttjm  this  premiie  this 
subiecttnn  ilatei  pnlicici  concerning  the 
nanagement  of  p>di  ral  informalmn 

fl}  and (2}  Information  Cnlltff  li(,n  and 
Shoring  Because  creation  nr«(illertion 
of  inforiTiMliDn  requires  alli)Ldttr,n  of 
SLartf  rpsourcui  dgencips  mus! 
economize  on  *uch  activities  Agencies 
must  justify  ihp  creation  or  (  dWh  tion  ni 
npw  inform,  uon  in  the  light  nf  thfir 
stHt'Jtiiry  P'Tiions  and  mmi  pUn  from 
the  ouispt  for  the  t'epi  in  the 
information  lifi-  cyclt  Before  (reating  or 
f  ollet  ling  iirw  informHiion  Hgeni  ips 
should  Inok  ^irst  In  other  ngpnc  irs  ,imi 
the  pnvalp  irttor  in  nrder  to  *alnf> 
their  nppds  T>esr  reqmrpmpnts 
u>mptpm<  ni  the  Psperwf Rrdi'<  tion 
Act  and  OMB  %  rpgulnn  nnrol/nt^ 
PupvrtMirk  Hunh'ns  on  ihr  hih!h  (5 
f.KR  P.irt  VS7i\]  whif  h  rpijuin  %  .i^vnt  u  s 
to  dpmon^tfdti  th.jl  ( Jillprtions  tif 
mform.itiori  hnvr  prrtrlirrtl  iiliiitv  ,inil 
drp  not  (juplif  Htu«  of  informrtlion 
iln  af] ,  HV  •  irihtr  (<i  the  .ig<  n(  v  from 
othpt  Sin  .rpn 

i  il  t'  n  in;}'  (h)  Prn.u  \  \,  i ,  i„i 
("-f'  d(if!>  (if  /fifo'mnlion  \t  t  1  h>  sr 

.ir.iijrHfihs  I  on'nin  p<)lir\  •i\.tti  mi  nts 
p«'rt.iiriin«  to  rhr  Priv.iLj  A«  '  rtnil 
ir  (irpfirHdnK  Itu  pohriPs  .if  (JMB 
(  irt  (linr  No  A-V)H  v\hi(  h     n  infiptl 
.iiid  ^oppi-si  (tpfl  Agpnrx^rin  lopn^urr 
th  H  'h»  V  mci'l  !hp  rPipiiri'mt       of  th« 
Priv,H  V  Ac  t  n  jinrdin^  t  olli  i  li'  i  nf 
inriividiiHiU  i(l»  ritifidbl»'  l^^)r^l.ltl()^1 
SiK  h  inf(  Mil  I'lon  \%  to  hr  ni  nntatnrrt 
,iftd  prolr  ( ti  (1  HO  .m  to  nri'i  li.tJr 
mtrii^ion  into  ihi  prtvrit  v  i,r  n  dividti  tU 
In  li\  id>jrils  iriKt  In  lu  t  <)r(ji  {j  d(  f  rs>i 
iit«f  ^mi  ndrrrnt  rights  '  1  ri    iid",  i^i 
prnvidr  d  til  ihf  J'rn.ii  \  A<  (  Aiijn  rui.x  I 
pri  St  rd)*  s  jirot «  dnrt  s  for  O.i 
niHitilt  D.mr  I  (if  r(  I  nrds  lixiu' 
indtv irti  ,ik  in  ,)i  {  on    ui  wi'*i 
I'm  .(  \  A(  I 

111  iddiMfiti  t(i  Ptiv.K  V  \i  • 
I  (ii*Hidi'r<«tinTi'i  si,i'(  mi  r  I-,  Ml  i' d  t4) 
ifii  lnd»  pnmtiKins  ( {iiin  rr, 
[•ropTict.irv  irifiirrr.jtii)n  A)i»'i<iis  in  If 


6oll*cted  agencies  mult  provide  forjii 
protection 

(7/  Trjimng  Agpncy  peraonn  !  must 
receive  proper  triining  lo  tafeguard 
information  reiourcei  Training  ii 
particularly  important  m  view  of  the 
changing  nature  of  information 
reiourcei  management  I'ne 
dev  opment  of  end  uier  computing  and 
office  automation,  for  example  place 
the  management  of  infonnalion  md 
information  technology  in  the  handi  of 
nearly  ill  igency  personnel  rather  than 
in  the  handi  of  a  few  employeet  at 
centralized  facilities  luch  ii  large 
compute  v^nteri  Policiei  and 
procedurei  for  computer  security 
recordi  management  protection  of 
privatv  and  other  safpguardi  -leed  to  be 
incorpornled  into  information  reiourccs 
mdnogemenl  training  programs 

(H}ant1(9}  Information 
Dis^rmmatian  The  mere  f«ct  that  an 
agency  has  created  or  rollpcted 
inform;>tKjn  is  not  itielf  a  valid  reason 
for  creating  a  program  to  diispminale 
Ihe  information  to  the  public  Agenc  lei 
crralL  and  collert  much  information 
oflpn  for  purely  internal  govprnnpnial 
purpospt  that  ii  not  intended  for 
dis^pminntinn  for  which  there  is  nn 
publu  dpm^nd  and  the  disieminaiion  of 
which  would  lerve  no  public  purpoHP 
ird  would  not  be  cnsl  lustifird  p 
t  ompilations  of  routine  timr  and 
rtttpndanrp  rpu*rds  fnr  pederai 
frrployepi  ur  puMintton  of  thp 
ihijuiands  of  pages  cnmmon  rarrier 
irtnff  filings  hy  reguinlory  ujienriei 
While  such  information  rutiv  be  sub|p(  t 
to  rtrcpsi  upon  reque*r  under  provision^ 
(if  rtgtncv  ildtu'?i  ihe  hrn  J'un  of 
Informatinn  Aci      the  privacy  Act  'he 
dg(  nty  musX  dpmonilrate  m  eai  h  rnie 
I  hp  nr  pd  »i  ttvrlv  lo  dissprritriaf  luch 
information  Ovcrtimp  changes  in  Uwi 
pfonomir  cnndttionH  nr  inforrration 
IPC  hriidjjgy  ( rtn  result  in  ch«ngr«  'n 
puMif  dprTHfid  public  purpnip  or 
dmr  minrttion  roits  e  g  i^nnfjcncy* 
shift  to  p|p(  trunif  filing  of  reports  mighl 
Rpor  idtp  .1  publit  demand  ftir  flp(  trc.nu 
dm.  -nindtion  thni  (  oiild  be  satisfied  hI 
inmim.il  roit  to  lh»  governmpn  Ihp 
(ir'(  ision  In  dnipmmHU-  informntion 
'i<mrvpr  rnlfillH  potpnltrilK  significant 
f  o«it<  rtid  nm^t  br  addrpvipd  sepHfrtttlv 
frrni  tSi  dr(  istnn  to  t  rpnte  or  ( olli  1 1 
mfoiiTirihon 

If  riKPnr  irs  <lo  Conlpmpirilr 
diss*  mmritiTig  \)AT\u  uiar  information 
1tip\  should  plnn  fnr  ils  dmpniiriHtKiii 
hi  forr  (  rr'dltng  or  i  oUerlinK  \ht 
inffjrmdrmn  [sn  8-fl(1)|  Pl.inninj{  for 
i'  isi  initidtion  should  rei  ugnizr  th.it 

hiif  jjovi  rnrw  n(  informHlion  jimviri*  d 
!<■  Ihr  publi,  should  }>r  .Ii^rn'mU-d  in  , 

fill  form  di«s*'mir.iti(iri  .ii  tuittrs 
r.iini,ni.  m«nif   ,i,it  i  (  (,.,('rri ,  r»>soiin  t  « 


dnd  may  not  be  eisential  to  the 
government  or  the  public     is  importu  it 
therefore  that  agencies  se I  strict 
conditions  upon  the  dissemination 
function 

The  first  question  an  vgcncy  mint  a^k 
ilielf  II  whether  it  ihould  diisemtndte  a 
given  information  product  or  service  at 
all  or  if  the  agency  Ii  already 
diiteminaling  the  produc  t  or  lervice 
whether  it  ihould  continue  to  do  lo 
Before  deciding  to  diiseminale  an 
information  product  or  Service  and 
periodically  thereafter  an  agency  muit 
be  able  to  denwnitrate  tbat  the 
dii  semi  nation  of  the  product  or  service 
II  either  required  by  law  or  is  clearly 
permitted  by  law  and  ii  eiienti«l  to 
dcrompiiihing  the  ageoLy  i  miision 

(^iven  a  statutory  and  million  related 
ba^iB  agencies  must  alio  aik 
themselves  whcthera  proposed  or 
existing  information  product  or  service 
subktantially  duplicilei  iimilar  pr  iducti 
or  lervicei  that  are  already  available 
either  from  nnother  agency  or  from  the 
private  sector  More  than  this  even  if 
the  product  or  service  doei  not  p'  itly 
pxui  an  agency  muil  aik  whether  >i  is 
reasonable  to  e*pect  that  another 
organization  public  or  private  would 
offer  the  product  nr  service  if  the  agency 
did  not  offer  II  It  lo  then  the  agencV 
ihould  not  diiteminate  the  information 
product  or  service  Where  poiiible 
d^piiciei  ihnuld  diiieminaie  informalion 
products  and  servicei  through  exiiling 
programi  such  ai  italutorilv  authorized 
Ipchn  Cdi  informalion  clearinghouses 
<ind  the  Federal  I3epoiitory  I  ibrane^ 
rather  than  creating  new  prngrams 
(Note  that  gnvernment  publications 
.11  defined  at 44  use  1902  muil  b«- 
made  avHiliable  'hroKgh  the  Federal 
Depoiilory  1  ibrarips  ) 

When  agpnciei  have  (Uilified  and 
mnde  lh(  banc  deriiion  U>  diiieminate 
inlormrition  they  muil  alio  latiify 
(onditioni  regarding  the  manner  of 
disiemination  First  agencies  must  ad 
m  the  niofcl  co«t  effective  manner  whic  n 
mcludes  maximum  relian*  c  rjrr  the 
prudtp  sector  This  ii  merely  m 
.ipplir  .ihon  of  the  policy  stated  m  OMH 
(triular  No  A-76  Performant  e  of 
(  ommercKil  Activities  to  aj-cnrv 
information  diiipminalion  programs  It 
\^  thp  grnerdi  po'.cy  of  thp  goiprnmfnl 
If)  rr  Iv  .tn  f  iimmprciiil  s  mn  e <  to  supply 
(hr  prr)<»u(  Is  and  services  thp 
govHmmeril  nepdi    inciudms  products 
,ind  HPrvK  es  ihe  gfivr  rnmpnt  ne pds  in 
ordf  r  In  disscminafr  inform'  tion  lo  ihp 
PiiMk  Forrxtt.iiplp  hpft  «  a ri  agency 
pstdlilishrs  a  Aftwt  r  Irir  plfcr  tronn 
<liS'«i'mind'ion  nf  xovernme  it 
infnrmHtiofi  via  dn  rjniinr  <  rtni|rut<'j 
HyMim  'hr  iiH''nr  \  ^hoiilfl  ( iinip.iri  ihe 
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roll  uf  cunirjcling  for  uperdliun  uf  Itie 
s«rvce  versus  in  hou»e  perform'^nce 
and  delerminp  whelhpr  in  house 
per'urmancp  is  less  rosily 

Agencies  alio  must  lake  K'<«ionablr 
steps  lo  ensure  that  mer  ucrs  of  the 
public  whom  the  agency  ha^  an 
obligaliun  lu  reach  have  <i  rraionable 
abihly  lo  acquire  the  information  If  ihc 
mformalion  product  or  lervice  is  of 
broad  piiblir  ir  lereit  agennescan 
economize  on  information  'iiisemmatiun 
programs  and  at  the  iime  lime  ensure 
that  the  miereaied  public  na»  reasonable 
opf>v)rtuniiy  to  receive  government 
informalion  by  uaing  existing 
dissemination  mfchaniami  ainuleu 
alMve  in  addition  agencici  should  take 
cat  that  (hey  do  not  permit  contractors 
fonclioning  is  lole  suppliers  for  the 
govemmpnt  lo  exercise  monopolistir 
ronlrols  m  way*  that  defeat  the 
agencies  information  dusemmation 
obligations  for  example  by  setting 
onreasonably  high  prices  In  some  caaei 
agencies  ma>  need  to  formulatf 
contractual  trrms  with  a  sole  *  <P\.'  . 
contractor  so  that  the  contrpcl  ir 
funrtions  dx  a  mere  mtermeii  'y  for  the 
dgent  V  in  dpiling  with  pnd  osers  in  the 
public 

The  Federal  G  ovrrnmenl  is  thr  sole 
possessor  and  supplier  of  certain  type* 
of  informat'on  wh>ch  is  frequently  of 
substantial  rommercidl  Vdlup 
Uissemmation  of  such  i  ifofmHiion  or  its 
dissemindlion  in  a  specifir  form  or 
medium  mav  represent  a  government 
service  from  which  recipients  derive 
speridl  benefits  in  whirh  case  they  mdy 
be  subierl  to 0MB  Circular  No  A-2S 
lUerChargen  l-orcxa  nple  where  thr 
tnformdtion  IS  alredd  itubstantiallv 
dvdildbic  in  printed  lorm  Hgencies 
•!hf>uld  consider  disseminatidn  in 
electronic  form  to  be  a  service  of  special 
benefit  the  cosia  of  whirh  should  be 
recovered  tnrough  user  chargpR  At 
present  most  agencies  do  not  have 
tohrrrnt  agrnrywHe  polu  leu  nrrj 
prorediTPs  for  setting  user  charjfps  ^nr 
info,  mation  products  Knd  serMrcs  with 
A  view  tu  cost  recovery  Agencic^  will 
uw  bf  required  to  recover  costs  for 
tit'ormation  produris  through  user 
cS«  vs  where  appropriate  Agcncn  ^ 
mos    Iso  pstablish  procedures  for 
ppnoo.  •'Ilv  reviewing  their  mfomifi'inn 
dissemination  programs 

h  Information  f^\stvnis  and 
/nfi>rn)ci{i'<r)  Tr<  hnolo/n  Mnnaurmmt 
This  subspctinn  states  pr>lir.es 
<nnteming  the  planning  ar(|iiisilii  1 
operation  and  manngmi'nt  of  "-p^prHt 
information  svslpmit  ano  Iprhnologv 
The  hrder.il  infornidtion  s  rstrms  inil 
•ifhnol,igv  budRf )  whirh  w,^sS14 
billion  tn  l-Y  IMfl',  t«  i       rit  d  lo 


increase  at  a  rate  faster  Ihsn  that  of  the 
overall  Federal  budget  With  outlays  ■! 
these  levels  and  agencies  becoming 
increasingly  dependent  upon 
information  technology  to  accomplish 
their  missions  il  is  essential  (hat 
planning  procesaess  be  applied  lo  the 
acquisition  and  application  of 
information  technology 

fJJ  Planning  The  Paperwork 
Redoclion  Act  mandates  a  stronger 
central  role  in  mfomiation  resources 
planning  Specifically  the  Act  lequi.^ 
that  0MB  (1]  Publish  a  Hve  year 
govemmenlwide  automatic  dati^ 
processing  «?nd  •e'ccoTimunicaliona 
plan  (2)  review  and  coordinate  agency 
proposala  for  the  acquisition  and  use  of 
information  technology,  and  i3)  promote 
the  use  of  the  technologv  to  .rr.prnve 
governmental  efficiency  and 
effectiveness  In  order  to  meet  these 
objectives  it  n  necessary  to  initiate  a 
govemmenlwide  process  for  developing 
and  inslitutionaliz  ng  information 
technology  planning  that  is  based  m 
agency  programs  and  missions  The 
planmni  mual  also  be  lied  to  the  budget 
so  that  budgetary  deciaiona  r»'nve  .'rom 
plans  and  conversely  so  thai  budgetary 
constrainta  are  reflected  m  the  plans 
The  process  must  further  ensure  that 
sufficient  information  is  available  lo  the 
central  agencies  to  enable  them  to 
monitor  '•omplimce  with  Federal 
policies  and  ide  itifv  major  Issues 
including  cross  cutti  ig  issues  wh^re 
more  active  centralized  planning  and 
nanagement  uay  be  appn  jte 
Hence  agencies  must  institute 
information  planning  processes  tied  to 
hoth  the  conduct  of  programs  and  the 
preparation  of  the  agency's  budget 

(2)  end  (3)  Monogement  Controls  ond 
nccounlobility  Basic  management 
controls  for  agency  informal  on  systems 
arc  fundamental  to  sound  information 
resources  management  These  controls 
should  ensure  the  docitmentaiion  and 
periodic  review  of  major  information 
system-  as  well  as  periodic  oosl-benefil 
evaluation  of  overall  information 
reaources  management  jn  light  of  ageni y 
missions  In  ordor  to  provide  greater 
incentive  for  management  efficiencies 
arcounlsbilily  for  mfofmstion  systems 
shoold  be  vested  in  the  ofHcials 
responsible  for  operating  the  programs 
that  the  systems  sunporl 

Program  ma^^lgera  depend  upon 
information  sysit  is  to  carry  out  their 
programs  ard  yet  frequently  they  do  not 
have  direct  (onlrol  over  the  lechnual 
dnd  operational  support  for  those 
systems  Program  managers  often 
ill  pend  upon  agm  v  computer  centers 
orronlraited  servi  e  organiZiitions  the 
heads  .if  which  may  not  be  direrlly 


accountable  to  the  program  managers  in 
a  formal  organizational  sense  Program 
managers  are  nonetheless  responsible 
foi  conducting  their  profra.na  and  lo  the 
extent  aucceasful  conduct  of  the 
programs  entaila  support  from 
information  systems  program  manager* 
muat  be  held  accountable  for  acquinng 
that  support  The  responsib  ill  lies  of 
program  managers  are  therefore 
preaumed  to  include  aecunng 
information  systems  support  as  needed 
and  planning  for  conlingenciet 
Technical  support  orgsi.izaMons  have  a 
concomitant  responsibility  lo  meet  their 
commitments  contritctual  or  othenvtae. 
to  neir  program  clienU  but  the  program 
official  haa  the  ultimate  responaibility 
for  delivering  a  program's  product  or 
service 

(4}  ond  (5)  Shoring  Informotion 
Procetstng  Copoctty  Circular  No  A- 
121  which  IS  rescinded  and  auperseded 
required  only  that  the  holder  of  exceas 
automatic  data  proceaaing  capacity 
ahare  luch  capacity  Becauae  the  holder 
of  excess  capacity  hea  httle  incentive  to 
Seek  opportunities  for  shjring.  however, 
the  new  policy  requires  both  that  the 
holder  share  capaaty  and  that  the 
agency  aeeking  information  proceaaing 
capacity  fulfill  lis  needa  from  other 
agenciea  or  the  pnvate  lector,  whenever 
poaaible.  before  acquirtng  the  new 
capacity  Itself  Procedural  aapecta  of 
theae  poliry  statementa  are  found  in 
Appenoix  II 

fff]  ond (7)  Life  Cycle  Cogtii^  ond 
Avoiding  Diplicotion  Agenciea 
frequently  develop  information 
'fchnolopy  incrementally  through  a 
senea  of  intertm  upgrades  without 
regard  for  longer  term  co.tsidcraliona 
such  as  the  information  ayslema  life 
cycle  As  part  of  (heir  plsnning.  agencies 
need  lo  conaider  the  full  information 
system  life  cycle  when  determining  the 
cost  of  information  technology 
Similarly  agency  planning  ahould 
ensure  that  information  systems  art  not 
unnecessarily  duplicative  of  ayalema 
available  elsewhere  in  govemmtit  or 
from  the  prtvale  sector 

W  Softwore  Monogemei  The 
prevailing  agency  practice  oi  developing 
Lustomiret'  computer  software  la  a 
sourre  of  ineHiciency  as  the  General 
Accounting  Office  and  others  have 
noted  T  hi  a  practice  .a  excesaively 
costly  in  terras  of  initial  development 
continued  maintenance  nnA  eventual 
conversion  lo  new  technologv  becauae 
it  requires  the  agency  lo  bear  tf-e  full 
cost  of  developing  and  miintainin«  'he 
software  ti  uaes  Managers  are 
therefore  enjoined  to  acquire  generic 
(iff  the  dhelf  software  avsilsble  from  the 
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privdip  ^^  i  Uir  ins'(  dd  of  dpvplrjpmx 
Iheir  (  wn 

ucquiiP  PI  hoiilojjv  Ihdt  IS  tiiidpdiili  of 
u)mmu»ucd'in«  wiih  olhpr  svsC|>n)s  wilh 
which  Ihi'  di{pnct4s  nrrd  to 
<  iimmunn  h!p  Intcn  onn«  rlnily  or 
« (>ripdliljilil\  .imonR  informHlirm 

stems  hdi  consj-qupnllv  i-mfrjjed  ds  .( 
siKn'fif  dni  infu'mation  n  suun  f  s 
n)dnd||em<  nt  prolilem  Agentips  must 
d(  quire  nr  di-VLlop  mformdiinn  svslenis 
«n  d  mdnni  r  thdt  pnhfliLPS  nert  ssjry 
{(impddhilily 

(101  through  (1  >i  Si!urit\  Sei  unU  uf 
inforndtion  s>stpmii  means  Itolh  the 
prulcrliun  of  jnforn,.i1ion  v\hiiH  it  is 
within  the  systems  dnd  disn  the 
dSSuTdncP  Ihdt  Ihe  sVHtems  do  pxdLllv 
whdt  the>  drc  RU(»pniied  lu  do  <ind 
nnlhiiiK  more  itiformdlion  system 
wcurttv  pntdils  mdndjjmenl  tonlrols  Id 
en^un-  the  intcRnlv  i>f  opt  rdt.on^ 
ini  lodmx  «it(  h  mdlters  ds  proper  dtrcss 
to  the  .nfornidtion  m  Ihe  svsli  ns  i  nd 
proper  handhnii  of  input  dnd  o^ilput  In 
thisspn^e  spcuniy  ohnformdtion 
svMph^  II  first  drd  forpmosl  a 
mdndg  'mpnt  issue  dnd  <»nlv  spi  ordiv  d 
iorhnii^'  problem  of  LOmputcr  serufHv 

Th«  Uti     introduLtiiin  of  smdilf  r  dnd 
more  po4*erful  computrr  syslenn  .»nd 
rpw  (  ommunirtitions  tei  hntiiojiv  nnd 
tfdnstr.tiisKin  medi,  loj^cthpr  (hi- 
grpdler  invnlvrment  of  t  nd  use  rs  m 
m,indgin{{  nformdtion  reiou'i es  hdvp 
in(  rpdsed  the  polentidl  vulnerdhil  '>  of 
Fedpfdi  If  to  mdtKm  s>stems  ,jnd  hr-nt  p 
the  level  of  mandgrmenl  (  onnrn 
Pnit«  cting  persondl  propriPldrv  imi 
other  spnsitur  ddta  from  nnduthon/c  d 
drrpss  or  mmiJSP  detertingdnd 
prPventiriR  tonp'iler  reldled  fr.tud  dnd 
r  •  t-c  dnd  flssunnj?  rontmut.v  o* 
op  rations  of  m«)orinformofion  s>  stems 
in  t  le  event  of  (  merjjency  rel.ited 
disruptions  an  increasingiv  st  nous 
poltrv  issues  Policy  previous! v  ffnint  in 
Trd  smiltal  Memordndum  No  1  to  OKtn 
ftnularNo  A-71  is  hr re  revup.J 
prnredural  Hsppftsof  the  pnliry  .irp  m 
Appendix  111  to  Ihe  Cin  ular 

The  Cenerdt  Ar  rounting  Offu  e 
Tf  ported  in  its  review  of  ihe  firs'  v»  ir 
impUrjiPotdlion  of  Ihp  hedrr,il  M  itidsers 
Findni  lat  IntpRnfy  Act  fHA)  t^nf 
interndl  <  nrlrols  in  dulomdtx  ddld 
prorfsima  systems  rer^  ved  loddptjudlp 
(ovpraRp  in  FIA  evaluations  (,A()  noted 
that  lome  dgennes  «*ere  unrprtoin  nf 
the  reldtinnship  helwem  {dl  f)MB 
Circular  A-71  TrdnimiltrJ 
Memorandum  No  1  S#Tiiri,\  off-pderdl 
AiJomdIed  Information  Systf  ms  dm!  (hj 
OMB  Lirrular  No  A'123  lntern»il 
Control  Systems  The  relationshi;' 
belwco  iP(  only  of  dolomdled 
informdtiori  syslecri  »ind  agert  v  u  Ipfnal 


c  ontrul  reports  is  now  str.led  <  If  drU  in 
Appends  III 

(}4I  Stoiuhnh  Pht  Ndtiondl  Bjrpju 
of  Stdnddfds  Ui  pdrlmcnt  of  f  ommerc  p 
di  vetops  dnd  isiUL'S  Ppd  Tdl  liiforrndtion 
l'ro<i  ssinR  StanJards  dnd  the  Mrttioodl 
f  ommunKdIiiins  System  develops  dnd 
i->su  5  Federdl  1  clerom  lunudtKins 
Stdnddrds  Some  standdrds  dre 
mdnddlurv  for  FederdI  a}(encies  whtle 
others  drp  voluntar>  Agpncips  mdy 
Wrdivp  Ihe  use  of  Federal  sidnddrds 
undir  cerldin  Londilions  and  pursudnt  to 
<  ertd»n  proredurPi  whirh  vdr> 
dpprndiriR  upon  the  mtiividiidl  st^nddrd 
While  Kovprnmpntwide  itdnddfds  ran 
rpsull  in  mandger^.Pit  pfficienLies 
«tdnddrds  tan  diso  hdve  Ihe  untowdrd 
pffei  Is  <»f  reguldlions  as  noted  in  OMB 
CircuhirNo  A-llS  Agencies  nppd  to  b* 
mindful  tjf  thp  rpRutalory  effects  of 
sidnddtds  and  should  continuously 
dssess  their  relative  rosts  dnd  bem-fiis 
jnii  thpir  I'fferls  upor  the  dgpnc  v  s 
d(  ( oniplishmeni  of  ils  -nission 

115)  ^xnnimji  hifiTniafio.t  ff  t /inr/Zc/^'i 
Miino/johfi  Mdn>  dgennes  oprralt  one 
or  more  (pnlral  infonridtion  tethnotog) 
fat  liities  to  support  ajjenrv  proRicmT  In 
Ihese  djteni  IPS  program  mdn.i^trs  dre 
often  'prjuirrd  lo  uie  thf  c  pnlral 
farili»n'«i  Thc>  mdnd({er  of  sue  h  d 
rronopolv  le'-iti*.  i  ds  a  Ipsspr  inc  i  ntiv* 
Ir  (  onlroi  t  o-ils  ^  .( e  hp  or  she  has  d 
rdptivc  rlienlelp  Thf  proxrnm  manaxf  r 
hds  lillle  tevcTdgo  lo  ensuft  IhnI 
infoim>tlion  prncessin^  rcsoiiff  ph  are 
pffif  rpnilv  dllof  jtpd  sinr  p  hp  or  shp 
rdnnilm^k  or  c  an  seek  onl«  wilhgrertl 
diffituit)  alternative  souM  c  (of  supply 
I  o  provide  ipt  cntives  i  on«)u(  ive  (o  more 
businesslike  f  rocedun  s  in  these 
f.ir  ilities  dgpncti's  shou'd  avoid 
iiidoopolistic  informatinn  prore'ising 
drrangements  and  should  enter  into 
tliem  only  if  their  (  ns<  pffertiveness  15 
dear  and  th  van  subjet  t  to  [.enodir 
rpvipw  Apprndi^  II  spot  ifips  <  c  rtain 
UTin  ediirps  wilh  rpsppf-t  lo  this  polirv 

(If^l  CoKl  Rfrr.fn   '"his  pn!ic> 
t  onst.tuies  »  revision  to  pol,{>  ilatpd  in 
OVfB  Circular  Nil  A  121  Whereas 
Cirruiar  Mo  A-Ul  required  only  thai 
(  osis  for  automatir  data  professing 
fdf  ili«ipi  be  nUiu  ntrrl  lo  users  dgpn<  len 
muit  now  iT(o\rr  the  roits  of 
inffirmation  lerhnnlogy  farilihes  from 
government  users  Fxppnence  with 
CirnilarNo  A -121  ihowed  OMB  thai 
alloralirg  rost(  had  lilfle  effect  on 
agencies  behavior  rernvenng  {  >s!s 
means  l^al  artijsl  transfers  nffunds  mil 
lake  pid<p  hplweer  suppliers  and  uiers 
of  information  terhnology  fanlities 
Pro*  rdural  uspec  ts  of  fhp  poliry  appear 
in  Ap  'Pndu  11 

n7)(  onrtiirxi'ion  wnh  Slfitr  u.ul 
/ nrni  Covrmmfnts  This  poliry  reaffirmR 


p«iu>  previiiuslv  found  in  Circular  No 
A-W)  Iransm  ital  Memorcinduni  No  1 
Thi  itiUTdgenc'  group  ihal  worked  on 
the  levisioo  of  (,irciildr  No  A-^> 
rc   immendcJ  and  UMB  dgreed  th 
Ihe  Cin  ular  '  u^uld  Ix-  resi  iniicd  e^tept 
for  d  single  po!ic>  statenicnf  prohibiting 
¥fiU  'dl  dgi  nciPs  'rom  pldf  mg 
.inneiessdry  restni  lions  on  tht 
informdiion  S)^  .ms  Ihal  Slate  dnd  local 
gov(  rnments  use  to  c  arrv  uut  fedrrdtU 
Findnced  program  dclivilic  s 

fI8f  ^pp/nnltun  of^ I'fi  111  (htf 
Inhrnittt'or  7<  1  hiu>loi:\  Rc  ctnl 
dvdildbiliiy  of  low  cost  hiK^'v  I'ffu  len, 
and  effective  e.eclronic  11  irmation 
tec  hnology  can  j.-eallv  increase  workc  r 
produrlivity  dnd  fanblale  operation  rif 
hederal  agency  programs  1  he  Circ  ular 
s<  lies  a  prednposilion  based  n  the 
Paperwork  Kedurtion  Act  in  favor  of 
applvmg  such  lecnnology  to  ihp 
information  life  c>r|e  wilhin  <c 
rr-sponsible  maiiagempnt  coii'ext  Two 

•dd  areas  of  information  leLhn"lox\ 
merit  further  di'><  iission  (1)  Fiec  troriic 
information  rulltrlion  and 
dis&cminahnn  and  (2]  end  user 
( umpiiling 

Eh  {  rf);j/r  CotleUtor  and 
Dissorjiinulini,  tif  I'iforn  ition  Federal 
dgpncips  dr<^  moving  raptdl>  lo  providp 
forrollertmn  and  dissemination  of 
infnrmation  through  elc  rtronic  media  In 
developing  Ihis  (.ircular  OMB 
considered  v  helher  it  was  ner^-ss.irv  lo 
provide  specific  policies  ronrerning 
elortronit  collerlinn  and  disseminalmn 
of  f^cjvprnmenliil  information  OMD 
com  luded  that  ex<  ept  for  ihe  general 
piedisposilion  in  favor  of  appl>ing  new 
ti  (  hnologic  dl  develupmonis  lo 
inf<»rm  ition  rpsinircps  managempr'  the 
polic  ic  s  that  dpplv  to  informnti'in 
(oiiprlion  and  dissemination  n  fith'T 
media  also  app[>      plpclrnnir  c  idli  <  hon 
and  dtssemmalion  Ilisimportanl 
how(  ver  thai  agpnt  les  ro<  ognizo  the 
npc  e<isitv  of  sysleniaticaHv  thinking 
through  the  applii  at. on  of  polirces  slated 
f  Ispwhpre  in  this  Circular  In  eltf  Ironif 
c  ollerlmn  and  dissemination  of 
miormalion  Fore^^ample  when 
d<  veloping  i  lertroi  ic  ccdlpr  lirjn 
prograrr^*  agenries  shall  give  parti<  aln' 
alteiilion  to  iiiues  sue  h  as  p  ^acy 
publir  a(  ( ess  and  rei  ords  managemi  nl 
When  develf  ^lOg  elrrtrnni» 
difsemmation  programs  agpnries 
should  ensure  that  arress is  provided  to 
tdl  h  rlass  of  u*prs  upon  "^easonahlp 
term.,  ivoidpr     -»ns  arising  from 
monopc   Stic  c  jure  maximum 

reliar  ec^j     li  e  ncrlor  and 

takt  "eressarj  osl  at  counting 

find  rosl  rerovry 

f-nti  L'lt'rC onipiili  iv  Fedrral 
ageru  les  arp  also  mov  og  ra|iiil1y  to 
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acquire  end  uier  co  ipuling  cipabilitiei 
0MB  endorse!  the  miniged  innovanon 
approach  lo  end  'jter  comr  iUn% 
presented  -n  GSA  t  publication 
Mottogtng  End  User  Computing  in  the 
Federal  Government  (june  1963) 
Becauiv  end  uier  computing  placet 
management  of  information  in  the  hands 
of  individua'  agency  penonnel  rather 
than  in  »  '    tral  automatic  data 
proceti       rganizadon  the  Circular 
require!  .  dt  agenciei  ln>in  end  uaeri  in 
their  reiponiibilitiet  for  lafeguardmg 
information.  Appendix  III  dealt  in  part 
r'ith  the  aecunty  of  end  uier  computing 

9  Aisignment  of  Hesponaibilities 
Thii  section  aitigns  responiibilitiea  for 
the  management  of  Federal  mrormation 
resource!  addressed  in  this  Circular 
0MB  Circular  No  A-71  is  rescinded  and 
Its  contents  are  revised  and 
incorporated  into  this  section  alonp  wi'h 
responsibilities  assigned  under  thi 
Paperwork  Reduction  Act  section  111  of 
the  Federal  Property  and  Administrative 
Services  Act  as  amended,  and 
Executive  Order  12040  Certain 
assignment  of  responsibility  from  0MB 
to  other  agencies      noted  below,  are 
atso  included  i-ollowing  are  principal 
noteworthy  aspects  of  this  section 

Tri^Dmo! Reviews  The  Administrator 
of  Irformation  and  Regulatory  Affairs 
nnd  thr  Deputy  Administrator  of  the 
C^nerdl  Services  Adminislratton  in  an 
exchange  of  rorrespondence  dated  June 
13  and  July  22  1963  concurred  that  GSA 
has  the  necessary  statutory  auihonty  to 
conduct  reviews  of  Federal  agency 
Information  Resources  Mandgemeni 
MRM]  arhvitiet  The  Piperworic 
Reduction  Act  provides  that  'he  Director 
of  0MB  "      shall  with  the  advice  an'^ 
assistance  of  GSA  selective'y  review,  at 
least  once  every  three  years  the  IRM 
HCtivtlies  of  each  agency  to  ascertain 
their  I'irquacy  and  efficiency  Separate 
reviews  of  agency  IRM  activities  by 
0MB  and  GSA  would  be  unnecessarilv 
duplicative  which  would  not  be 
consistent  with  the  Act  Accordingly  the 
IRM  reviews  conducted  by  GSA  will  be 
designed  lo  meet  0MB  s  requirements 
under  the  Paperwork  Reduction  AlI  as 
well  as  GSA  ■  own  needs 

Senwr  Offinols  for  Information 
Rrsourve^  Munogement  In  accordance 
with  4USC  Chapter  35  agencies  are 
requii  d  to  designate  a  senior  official  to 
carry  out  responsibilities  under  the 
Paperwork  Rrdwction  Act  Thr 
designation  of  the  official  is  intended  to 
assure  rlrar  arcounlabiltly  for  setting 
policy  foragenry  infomiBtion  resourcirB 
managpmcnt  arttvitirs  provide  fnr 
greatpr  i  onrdination  among  thp  ngcncy  s 
information  nrtunips  and  en»iirp 
grealpr  visiliilily  of  surh  HCtivttn  n 


iivilh  n  the  agency  The  restxinsibilities 
of  the  senior  official  for  information 
t  -sources  management  were  identified 
n  0MB  Bulletin  No  81-21.  which  has 
expired  Those  responsibilities  8r<  •^ow 
established  m  this  Circular 

Internntional  Information  Policy  The 
Circular  deals  with  the  management  of 
Information  resources  held  by  ihe 
Federal  government  While  the  creation 
collec'ion.  processing,  transmission 
dissemination  use.  storage  and 
disposition  of  information  by  the 
Federal  government  has  international 
ramifications.  Federal  government 
mformation  polipy  Is  not  Ihe  same  as 
"U  S  information  policy  "  which  refers 
to  US  national  intf  rests  in  the 
informat  m  field  vis-a-vis  the  policies 
and  interests  of  other  nations  The 
Circular  formally  acknowledges  this 
distinction  and  assigt. .  responsibilities 
for  international  information  policy  only 
insofar  as  it  relates  to  Federal 
government  information  policy 

Timely  Technology  Procurement 
Inherent  m  effective  management  of 
information  technology  is  the  ability  of 
program  managers  to  acquire  technology 
in  a  timely  manner  GSA  ia  assigned  the 
responsibility  m  section  9  to  develop 
cntena  that  will  streamline  procurement 
procedures  and  delegate  procurement 
authority  to  agencies  that  comply  with 
those  procedures  Alt  Federal  agencies 
are  directed  in  section  9  lo  develop 
internal  poliaes  and  procedures  that 
further  provide  for  timely  acquisition  of 
information  technology 

Records  Management  The  Paperwork 
Reduction  Act  makea  the  management 
of  Federal  records  an  integral  part  of 
information  resources  management 
While  no  new  policies  are  embodied  in 
this  Circular  responsibilities  have  been 
assigned  in  order  to  ensure  that  agency 
records  management  programs  are 
Considered  within  the  cc^tert  of  Faderal 
information  resources  management 

10  Ovenight  The  broad  scope  of  the 
Circular  dictates  a  strategy  of  focusing 
oversight  ->n  a  senes  of  aspects  of 
information  resources  manLgemenI 
rather  than  on  a  single  comprehensive 
reporting  icheme  0MB  intends  to  use 
existing  mechanisms,  s'ich  as  the  fiscal 
h-  dget  mformation  collection  budget 
and  management  reviews  to  examine 
agency  compliance  with  the  Circular 
For  example  during  lOM  the 
management  reviews  for  the  FY  IBM 
budget  ye^r  concentrated  on  five  cross 
cutting  information  iiiues  overall 
information  resources  management 
strategy  telecommunications  soflwjre 
mnnagrment   eleclronir  filing  and 
end  user  computing  0MB  issued  data 
call  bullptins  requeating  mformation 


specific  to  these  issues  targeted  ihe 
issues  for  special  attention  during  the 
management  reviews,  and  requested 
individual  agencies  to  submit 
management  improvement  plans  on 
specific  aspects  of  the  issues  Pursuit  of 
this  kind  of  selective  oversight  strategy 
permits  OMB  and  the  agencies  the 
flexibility  to  shift  the  focus  of  oversight 
as  information  laauas  and  the 
technological  environment  change 
QvnU  *  Iphaioa. 
Acting  Dapuiy  Auocial*  Dinctor  for 
Adminatration 

CIRCULAR  NO  A  

To  the  heads  of  Executive  Deportments 
and  Eslab'istfit'^nts 

Sub}ect  Management  of  Federal 
Information  Resources 

1  /'tyfTwse- This  Circular  establishes 
policy  for  the  management  of  Federal 
Information  retources  P^octdural 
guidel  nes  for  implementing  specific 
aspects  of  these  policies  are  in<.luded  as 
appendices 

2  Rescissionr  This  Circular  resc  nds 
OMB  Circ  liars  No  A-71.  A-90.  A-100. 
and  A-121,  and  ill  Transmittal 
Memoranda  to  those  Circulars 

3  Authorities  This  Circular  is  issued 
pursuant  'o  the  Paperwork  Reduction 
Act  of  1960  (44  U  S  C  35h  the  Privacy 
Act  of  1974  (s  U  S  C  S62M)  Section  111 
of  the  Federal  Property  and 
Administrative  Servicea  Act  of  1949  as 
amended  (40  U  S  C  759).  the  Budfet  and 
Accounting  Act  of  1921  «s  amended  (31 
use  11)  and  Executive  Order  12046  of 
March  1978 

4  Applicability  and  Scope- 

a  The  policies  in  this  Circular  apply 
to  the  iniormation  activities  of  ell 
agencies  o(  th''  executive  branch  of  the 
Federal  government 

b  Information  classified  for  national 
security  purposes  should  also  be 
handled  in  accordance  with  the 
appropniite  national  security  directives 

5  Background  Tha  Paperwork 
Reduction  Act  (hereinafter  tha  Act) 
establishes  a  broad  ma  idate  for 
agencies  to  perform  thalr  information 
management  activities  In  an  efficient 
effective,  and  economical  manner  To 
assist  agencies  in  en  integrated 
approach  to  information  resources 
managetiirrit.  the  Act  requires  that  the 
Director  of  ihi  Office  of  Management 
and  Budget  (0Mb)  Hevelop  and 
implement  uniform  snJ  Consistent 
information  resources  manhe^ent 
policies  oversee  the  development  ^""^ 
promote  the  u*e  of  information 
management  principles,  atandards.  imd 
guidplines  evaluate  agenr\  information 
managemf  nt  practices  m  .irder  to 


464 


458 


Fedtral  Regiiler  /  Vol  50  No  51  /  Friday  March  1 5  1965  /  Notices 


10739 


delermine  their  iidequacy  ^nd 
efficiency  and  determine  compliance  of 
such  pr^clicei  with  the  pohciei. 
pnnciplei  iliindiirdi  and  guidelinei 
promulgated  by  the  Director 

fl  Definitions  Ai  uied  m  this 
circular — 

a  The  term  agency  meant  any 
executive  d^partmenl  military 
department  government  corporation 
government  controlled  corporation  or 
other  establishment  m  X\  e  expcutive 
branch  of  the  sovernment  excluding  the 
Executive  Office  of  the  Prestuent  with 
the  exception  of  the  Office  of 
Management  and  Budget  and  the  Office 
of  Administration  or  any  mdependfnt 
regulatory  agency 

n  The  term  information  medns  ^n> 
communication  or  reception  of 
knowledge  such  ss  facts  dala  or 
opinions  including  numeriCdl  graphic 
or  narrative  forms  whether  ornl  or 
maintained  in  any  mrdit  m  including 
co.Tiputenzfd  'iata  b^ses  pap 
miLroform  or  magr^ptic  tapf 

c  The  term  guvernmeni  in^  rmdlion 
means  inforr'ation  created  collpcled 
proLPSsed  tr«ntmttlBd  d  ssrmindipd 
used  iturrd  or  diiputed  of  by  ihr 
Federal  government 

d  The  lerm  information  system 
means  the  org,4nized  u>llecti(in 
^•'ucessing  and  lran«mi;«iun  of 
information  m  accordanre  with  defined 
procedures  whriher  .lulomaied  or 
manual 

e  The  term  major  informatmn 
system  mrans  an  mformatiun  sysir.n 
thdt  reqjiren  iiprria)  conlinuing 
management  atlention  ber«iite  of  ils 
important  f  to  an  agenry  mission  ils 
highdevelopmeni  opersting  or 
maintenance  costs  or  its  signifirani 
impact  on       administration  of  agenry 
prugra  .is  fmantcs  properly  or  nihcr 
resources 

f  The  te-  .1  irress  lo  mformalion 
refers  to  the  f-jnclion  of  providing  to 
members  of  (he  publiL  uoon  their 
n  qucsi  ihe  j((jvernmenl  mformatifm  lo 
which  they  ,uc  rntitled  undrr  taw 

g  Ihclcrm  ditiemmaliun  ol 
in^orination  relets  lo  the  funLlion  of 
distributing gnvprnment  information  lo 
thp  publii  whelhpf  through  pnnlrd 
dncumfntL  or  piprironic  or  olhpr  mpdia 
I)issf>.ninal(t;n  of  infMrmalion  dot's  nol 
inrludp  intra  .ig»'nLv  use  (if  irfortnation 
inlpragjncv  sharing  of  infcmjlmn  (»r 
fp^ponding  lo  rpquf  »l«  for  a< 1 1  lo 
informalton 

h  Thp  Iprni  tnforiiia.iorMnt  Imoiojjv 
mra,  9  ihf  h.iriiwart  .md  '.Ll^l^^       ,jsi  d 
tn  f  onru  <  tion  \Mth  govi-rnmi  ^ 
inft)rmfili<     n  ^ai  illi     of  th( 
1(  (  hnc.l'jfjv  luoUi  -I     hi  Ihi ' 
r  ciiptHi  r«.  If  li 
niH  ro<ix  iphti  s  nt  >  ihi 


1  he  term  mformalion  technology 
fac'lily  means  an  orgamzalionally 
defined  let  of  personnel  hardware 
software  and  physical  facilities  a 

primary  function  of  which  is  the 
operation  of  information  technology 

)  The  term  *  information  resources 
management  means  the  planning, 
budgettng  organizing  directing,  training 
and  control  aasocialed  with  government 
information  The  term  encompasses  I  h 
information  ittelf  and  the  related 
resources  such  ai  persornel  ec^uipment 
funds,  and  technology 

Othei  definitions  specific  to  the 
sub)ects  of  the  appendices  appeh'  in  the 
appendices 

7  BoiicContidmationsond 
^isuniptiuns 

a  The  Federal  government  is  the 
largest  iingle  producer  consumer  and 
disseminator  of  mformalion  in  the 
United  States  Becauae  of  l^■   size  of  the 
government  ■  mforme  .ivitics  the 

managemtat  of  Fedei  formation 
resources  is  an  iiiue  of  continuing 
miportance  to  the  public  and  to  the 
government  itself 

b  Government  information  ii  a 
valuable  resource  H  is  an  essential  tool 
for  managing  the  government  s 
operations  provides  citizens  with 
knowledge  of  their  society  and  is  a 
ajmmodity  with  economic  value  m  the 
marketplace 

c  The  value  of  government 
information  to  the  govemmeni  is  solely 
a  function  of  the  degree  to  whirh  the 
information  contributes  to  achieving 
agem  les  missions 

d  The  pLtblir  and  private  benefits 
derived  from  government  information 
must  exceed  the  public  and  privale  costs 
of  the  information 

e  The  use  of  up  lo-dale  information 
ipchnology  offers  opportunities  to 
imp'ovpthe  management  of  governmrnl 
programs  andatress  to  and 
dissemination  of  government 
mformation 

f  The  publir  I  ngl  t  lo  arrcss  .n 
government  mformalion  must  be 
protertcd  in  the  management  of  Fedpral 
ageni  y  records 

g  The  individual  s  righl  lo  pn-  '  v 
niuM  be  protef  led  m  Federal 
(.ovprnmpnt  information  actu  itn  h 
involving  pprsonal  mformatioi 

h  Thp  open  and  effineni  px»  hange  of 
government     lenliflr  and  'erhmra! 
informatio"  subjert  lo  apphrabln 
nalional  SHninly  ronlrols  and 
prr)pr  -'t.irv  nghls  olhprs  mav  havp  m 
su(  h  10  for  ma  I  Kin  lost  it*  <  «(  fllcnt  t  m 
5(  It  nlifu  iH«f  'i.r  h  a  1.(1  thi  i  ffp*  ttvp 
nJ     {Ii  rai  r  >5parf  h  nnd  d»  vf  iopm*  rl 
'.jn(K 


which  preservation  protects  the  legal 
and  finanna!  rights  of  the  go  'emment  or 
Its  citizens  and  provides  an  official 
record  of  Federal  agency  activities  for 
agency  ma.iagement  and  historical 
purposes 

I  Federal  Ccvemmeni  "^lu'Tnation 
policies  and  activities  can  aff^t    and  be 
affected  by  the  information  policies  and 
activiliesof  other  nations 

8  Policiet 

a  Information  Monogemcnt  Agencies 
shall 

(1)  Create  or  collect  only  that 
information  neceiaary  to  achieve  agency 
million  objectives  and  only  after 
planning  for  iti  procetiing 
iranimiscion  dissemination  use 
storage  anddisposition 

(Z)  Seek  to  talisfy  new  mformatii/n 
needs  through  intersgency  or 
intergovernmental  iharing  of 
mformation  or  through  commercial 
Sources  before  civating  or  collectmg 
new  information. 

(3)  Ijmit  the  collection  of  individually 
identifiable  information  and  proprietary 
information  to  that  which  ti  legally 
authorized  and  necessary  to  achieve 
agencv  mission  objectives 

(4)  Maintain  ana  protect  individually 
identifiable  information  and  propnetary 
mformation  in  a  manner  that  precludes 

(a)  Unwarranted  intrusion  upon 
personal  pnvacy  (see  Appendix  P  and 

(b)  Violation  of  obligations  of 
confidentiality 

\h\  Provide  individuals  with 
reasonable  access  to  and  the  ability  to 
amend  errors  in  systems  of  ^cords 
consistent  with  the  Privacy  Acl 

(6)  Provide  public  access  to 
government  information  consistent  with 
the  Freedom  of  Information  Act 

(7)  Ensure  that  agency  personnel  are 
trainpd  to  safeguard  information 
resources 

(8)  Oisscmmatc  government 
mformation  products  and  service «  only 
where 

la}  Dissemination  is  either  n'quired  h) 
law  rr 

(b)  Dissemination  is  essenliul  to  the 
agpnry  s  arcomplishing  It  inssion  and 
the  products  or  services  do  nol  duplicate 
sim'tar  pnidiicls  or  services  that  arc 
atreadv  provtdrd  by  other  govemmpni 
or  private  sector  organizations  nr  ihaf 
r  nuld  reasonably  he  expected  lu  be 
provided  b>  them  in  thp  abspncc  of 
agenrv  dtssemmalmn 

W  Diiscmmalp  govprnmpni 
mforniation  products  and  ^ervirps  when 
!h»  ,tb'».p  (  ondilion^  .ire  rr»'l 

l.i)  ir  ,1  in  itint-r  ihfil  rpasonablv 
<  nsii'^'S  'hi  .riform,ilii;n  will  riath 
nil  nit  ■  f  s  ([t(  ^Mlilif  \Yi  i^f  ri  v  i 
r(  s()ij[         Jfir  re  t(  ninji 
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{u}  In  the  minnermoit  coil  effective 
for  the  government  includin|  plicing 
meximum  feiiible  reliince  on  the 
prvsie  lector  for  the  diiBcmmition  of 
the  prodt>cti  or  Mrvicet 

(c)  So  ■■  to  rtcover  cotti  of 
diiteminiting  the  product!  or  tervicei 
through  liter  chergei.  where 
ippropnate  in  accordince  with  OMB 
Circular  No  A-25  and 

(d)  Only  after  eitabliihmg  procedures 
for  period icelly  revi-ving  the  continued 
need  for  ^nd  manner  of  diiiemmation  of 
the  produrti  or  ■ervic^i 

b  Informalian  SyMtemM  and 
Infarmation  Technology  Management 
Agencieiihall 

(1)  Eatibliih  multiyear  strategic 
planning  proceaaei  for  acquinng  and 
operating  mformatjon  technology  that 
meet  program  and  million  needi.  reflect 
budget  conttraintt  and  form  ihe  batei 
for  their  budget  requeiti 

(2)  Eatabliih  lyitemi  of  management 
control  that  document  the  requirementi 
that  eai.h  ma)or  information  lyitem  ii 
intended  to  aerve.  and  provide  for 
periodic  review  of  thoie  requirementi 
over  the  life  of  'he  lyitem  in  order  to 
determine  whether  the  requirementi 
continue  toexiit  and  the  lyitem 
contmuei  to  meei  the  purpoiei  for 
which  it  wii  developed 

(3)  Make  the  ofTicial  whoie  program 
fcn  information  lyitem  lupporti 
reiponiible  md  accountable  for  the 
producti  of  that  lystpm 

(4)  Me«t  information  proceiiing  needi 
t. trough  interagency  ihanng  ^nd  from 
commercial  tourcei  before  acquinng 
new  information  procetting  capacity 

(5)  Share  available  information 
proceiitng  capacity  with  other  agenciei 
to  the  extent  pricticable  ard  legally 
pemiiiible 

(6)  Acquirp  information  technology  m 
a  competitive  manner  that  minimizes 
total  life  -  cle  coiti 

)  Eniun  rha  exiiting  and  planned 
mbjor  inform  t  on  ivsiemi  do  not 
unnpceiMnl^  iuplicate  information 
•yiiemi  avaslai  'e  f  on-  ^t'ler  agenciei 
or  f'om  the  pr     *e  iec>or. 

\k )  Acquirt  ot    ie  ihelf  loftware  from 
coi  ime  ciat  aour..  •  unleii  the  ^oct 
efi  c'lvf  neik  of  de  eloping  cunton 
<  .  ATPrp  II  clear  arid  hai  berr 
CvicuT  ited 

9)  t  --uire  or  develop  inforr.at  on 
sy^  'mi  in  a  manner  that  faciiitatm 
mtpn  nirtivity 

(10'  siiirp  that  mformHlum  <V8lpr  3 
opernte  rffprtivek      i  utnrrtlplv 

\U)  Entabliih  (I  lr\r!  ,)f  spcuritv  f(tr  at! 
a5?**n'  V  infnrmHtinn  nvsii'm< 
rommnnviirHtr  wilh  ini     rmliu  \  of  the 
informdlion  and  th»  ri<-V  .inii  i.rijjnituHn 
of  l<i«  or  hfirni  thnt  <  lu'^l  n  sul'  fnim 


improper  operation  of  the  ir.rurmation 
lyitemi  (See  Apt  endix  111) 

(1Z)  Allure  that  only  authorized 
per»onnel  have  acceis  to  information 
lyitemi 

(13)  Plan  to  provide  information 
lyitemi  with  reasonable  continuity  of 
support  ihojd  their  normal  operationi 
be  diirupted  in  an  emergency. 

(14)  Use  Federal  Information 
Proceiimg  and  Telecommunication  1 
Standardi  except  where  it  can  be 
demonitrated  that  Ihe  costs  of  using  a 
standard  exceed  thr  benefits  or  the 
standard  will  impede  the  agency  in 
accomp'iihmg  its  mission 

(15)  Not  require  program  managers  to 
useipeciHc  information  technology 
facilities  or  lervicei  unleis  it  11  clear 
and  II  convinangly  documented,  subject 
to  periodic  review,  that  luch  use  19  the 
most  coit  effective  method  for  meeting 
program  requirementi 

(10)  Account  for  the  fullcoiti  of 
operating  information  technology 
facilitiei  and  recover  such  costs  from 
government  usfc  t  as  provided  m 
Appendix  II 

(17)  Not  prescribe  Federal  information 
lyiteni  requirementi  that  unduly  reitnct 
the  prerogatives  of  heads  ot  State  and 
local  government  units. 

(18]  Seek  opportunities  to  improve  the 
operation  of  government  programi  or  to 
realize  lavingi  for  the  govemment  and 
the  public  through  the  application  of  up 
to  date  information  technology  to 
govemment  information  activitirs 

3  Acsignment  af  Responsibibtie^ 

a  All  Federa!  Agencies  The  head  of 
each  Agency  ihall 

(1)  Have  prmary  reiponiibility  for 
managing  agency  information  rciourcei 

(Z)  Eniure  that  the  information 
policies  principles  iiandarHi 
guidelinei.  rulei  and  regulations 
preicnbed  by  OMB  are  implpm*  r-n^ii 
appropriately  within  the  agency 

(3)  Develop  inte-nal  agency 
information  policiei  nnd  procedurei  and 
ovenee.  evaluate,  and  otherwise 
penodically  review  agen'-y  information 
reiourrei  management  activitiPi  for 
conformity  with  the  policiei  set  forth  m 
this  Circular 

:4i  Develop  agpnry  policies  and 
Dr'x  pdtirei  that  provide  for  timely 
acquiiition  of  required  information 
te'-hnolo^y 

(5)  Maintain  an  inventory  of  the 
sfirn  lei  major  information  syitemi 
and  information  disii  minetinri 
programs 

(h|  MHiniwin  M  rrrorti  if  agrnt  v 
-ii  i!i  itif  s  in  Hr(  ordnnri  w  'h  thi  hi  df  ral 
Hm  ords  Ai  t  (if  IIW  a«i  rtn  • ,  lU  ri 

CI  hU  nnf\  fii  1h.  Dtrrctur  (  \\U 
<t  )l  luirv  r»xulHtnrv  and  olfipr 
impi  t!  m»nts  to  i  ffn  lont  mnnxn"'^  nt  of 


Federal  information  re  ourceiand 
recommend  to  the  Direc'Or  legtilation 
policiei.  procedurei  and  ')t  her  guidance 
to  improve  luch  managemmt 

(8)  Asiiit  OMB  in  the  perfo.-^ance  of 
iti  functioni  under  the  Paperwork 
Reduction  Act  including  making 
lervicei  personnel  and  facilities 
ivailable  to  OMB  for  thii  purpoie  to  the 
extent  practicable 

(9)  Appoint  a  lenior  official  who  shall 
report  directly  to  the  agency  head  to 
carry  out  the  reiponsibilitiei  of  the 
agency  under  the  Paperwork  Reduction 
Act  The  head  of  the  agency  shall  keep 
the  Director  OMB.  advised  as  to  the 
name,  title,  authority,  reiponsibilities. 
and  organizational  reiourcei  of  the 
lenior  official  For  purposes  of  this 
paragraph  military  deparfmenti  and  the 
Office  of  the  Secretary  of  Defenie  may 
each  appoint  one  official 

b  Department  af  State  The  Secretary 
of  State  ihall 

(1)  Advise  the  Direc'jr.  OMB  on  the 
development  of  United  States  positions 
and  policies  on  international 

tnf  rmation  policy  liiuei  affecfng 
Federal  govemment  information 
activities  and  ensure  hat  such  positions 
and  policies  are  coniiitent  with  Federal 
information  policy 

(2)  Eniure  m  coniultation  with  thp 
Secretary  of  Commerce  that  the  United 
Statei  II  represented  in  the  developmerl 
of  international  information  technology 
itandardi  and  advise  the  Director 
OMB  of  luch  activitiei 

c  Department  af  Commerce  Thi 
Secretary  of  Commerce  shall 

(1)  Develop  and  inue  Federal 
Information  Processing  Standardi  and 
guidelinei  neceiiary  to  ensure  the 
efficient  and  effective  icquiiition 
management  security  and  use  of 
information  technology 

(2)  Adviie  the  Director  OMB  on  the 
devi^lopmenl  of  policiei  relating  to  the 
procurement  and  management  of 
Federal  telecommunications  rciourcei. 

(3)  Provide  OMB  and  the  agtncies 
with  scientific  and  technical  advisory 
lervices  relating  to  the  development  and 
uie  of  information  technology 

(4)  Conduct  itudiei  snd  evaluations 
concerning  tele^ommunicationi 
trchnology  and  concerning  the 
improvement,  cxpaniton  teiting 
operation  and  use  of  Federal 
tplcLommunicationi  syitems  and  advise 
the  Director  OMB  and  appropriate 
a^ennci  of  the  recomiTi^ndationii  that 
result  from  luch  itudiri 

(5)  Df\  '-ip  in  cnn''ultation  with  the 
Sprrtiriry  ot  S'ate  and  the  Director 
OMH  r,l^n»  policies  snd  profjrams 

r«  lahng '(  international 
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telecommunicationi  iiiueg  affecting 
govemirent  mformtlion  activities 

(8)  Identify  needi  for  standardtzaiion 
of  tvlecommunicslioni  and  informalion 
proceaimg  technology  and  develop 
■tandardi,  ir  coniultalion  with  Ihe 
Executive  Agent  National 
Com  muni  canons  System  and  the 
AdminiitMtor  of  General  Services  lo 
ensure  e^cient  application  of  such 
technology 

(7)  Ensure  that  the  FedenI 
government  is  represented  i  the 
development  of  national  and  in 
consultatiun  with  the  Secretary  of  Siate 
inlemational  information  technology 
•landsrds  and  advite  the  Director 
0MB  of  such  activities 

d  General  Services  Administnnion 
(GSAf  The  Administrator  of  General 
Services  shall 

(1)  Advise  the  Director.  0MB.  and 
agency  head*  on  matters  affecting  the 
procurement  of  in  format!  01  technology 

(2)  Coordinate  and  when  requirr  J 
proviHe  for  the  purchase,  lease  and 
maintenance  of  information  technology 
jequired  by  Federal  agencies 

(3)  Develop  cntena  for  timely 
procurement  of  information  technology 
and  delegate  procurement  authoniy  to 
agerciei  that  comp'    vith  the  cntena 

14)  Provide  gu id  .  es  and  r^ulalions 
for  Federal  agencies  on  the  acquisition 
use  maintenance,  ind  disposition  of 
information  technology 

(5)  Develop  policies  and  guidelines 
that  facilitate  the  sharing  of  information 
technology  imong  agc.icies  as  required 
by  this  Circular; 

(0)  Review  igencies'  information 
resources  management  activities  to  meet 
the  objectives  of  the  triennial  reviews 
required  oy  the  PaperworV  ReHucImn 
Act  and  repoil  the  results  lo  the 
Director  0MB 

(7)  Manage  tl  •  Automatic  Data 
Processipg  Fund  and  the  Federi ' 
T«|f  communication*  Fund  in 
acci^rdance  with  the  Federal  Property 
^nd  Adr.anislratlvp  Servres  Act  as 
amenH'^j 

(6}  Establisl.  procedures  for  appro^  al 
Tmplementation.  pnd  dissemination  of 
Federal  lelccommunications  stand<irds 
and  puidtlmes  and  for  implementation 
of  Federal  Information  Processing 
Siandards 

e  Notional  Cnmmunicotio-^"  System 
The  Executive  Agent,  National 
Communicatinns  System  shall  develop, 
in  cnnsultalinn  with  the  Administrator 
of  General  Serv  If  PS  uniform  fedpi.il 
lelecommunications  standards  nnd 
guidpline*  to  pnsurenatin.ial  seruritv 
emerxenry  oreparedness  and  ront-nuitj 
of  jjDvemment 
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f  Off  ice  of  Personnel  Monogement 
The  Direct Office  of  Personr 
Management  ihall 

(1)  Develop  and  conoact  trailing 
programs  for  Federal  personnel  on 
information  resources  management 
including  end  user  computing 

(2)  Evaluate  periodically  future 
personnel  management  and  staffing 
requirements  tor  Federal  mfnrmation 
reMuices  management 

(3)  Establish  personnel  security 
poliuen  and  develop  training  prok,ram8 
for  Federal  personnel  issociated  with 
the  design  operation,  or  maintenance  of 
information  systems 

g  \otionol  Archives  and  Records 
Administration  The  Archivist  of  the 
United  Statti  shail 

{11  Administer  the  Federsl  records 
management  program  in  accordance 
with  tne  National  Archives  and  Records 
Act. 

f2)  Assist  the  Director.  0MB  in 
developing  s'andards  and  guideline' 
relatinit  tc  the  recorus  management 
program 

h  Office  of  Monagement  ond  Budget 
The  Director  of  the  Office  of 
Management  and  Budget  will 

(11  f^vide  overall  leadership  and 
coorcination  of  Federal  information 
resources  management  within  the 
Executive  Branch 

[2]  Serve  as  the  President  s  principal 
adviser  on  procurement  and 
management  of  Fcueral 
telecommunications  systems,  and 
develop  nnd  establish  pol  cies  ^or 
procurement  and  managen.ent  or  such 
systems 

(3)  Issue  policies,  procedures,  and 
gL'idehp  i\  igencies  m' 
■''hie*  ed.  effective  and 
eificiei              ion  resources 
marsger  it. 

(4)  I,  ia,e  and  review  proP'>:jis  for 
-hangfc*  in  legislation  -egulations  and 

ency  prnr  jdures  to  improve  Federal 
lufnrmatior  resources  management. 

(5)  Pevie'v  and  approve  ordisapprove 
agency  proi  sals  for  collection  of 
mformnlion  Mm 'he  public  ks  defined 
in  5  C;    13*o  /. 

(8)  Develop  and  publish  annually  .n 
consultation  with  the  Admimstrator  of 
General  Services,  a  five  yearplan  for 
meeting  'he  information  lechnolngv 
needs  of  the  Federal  go     ->men  t 

(7)  Evaluate  agencie^  .mation 
resources  management  anii  identify 
cross  cultii^  information  policv  issues 
thrnugh  the  rev  lew  of  agency 
information  programs  Jnformaiio-' 
collection  budgets  information 
technology  acquijitmn  plans  fiscnl 
budgets  and  by  other  means 

(81  Provide  polic\  o^crsighi  for  the 
Federal  records  management  ,'j»cnon 


conducted  by  the  Naiiniial  Archives  and 
Records  Administration  and  coordinate 
records  managemer  policies  and 
programs  with  other  information 
anivittes 

(9|  Review  with  the  advice  and 
assistance  of  the  Administrator  >f 
General  Services  selected  agencies 
intoi.  stion  resources  management 
activities  *o  meet  tne  obfti  es  of  he 
tnen.nial  reviews  required  o>  the 
Paperwork  Reduction  Act 

(10)  Review  agencies'  policies 

pi  "'ices  and  programs  pertaining  to 
the  secunty  protection,  shaiing  and 
disclosure  of  information  in  order  to 
ensure  compliance  wit^"  the  Privacv  A^l 
and  related  statutes. 

(11)  Resolve  lu'  >rmation  technology 
prncurement  disputes  between  agencies 
and  Ihe  General  Services 
Administr  ition  pursuant  to  section  111 
"f  the  Fedi-al  Proper'-  and 
Administratu   Services  Act 

(12)  Re»  lew  proposed  •  *  ^ 
govemriejt  position  ^nd  policy 
statements  on  international  mues 
affecting  Federal  government 
informs  tion  activitiet  and  advise  the 
Setreta  y  of  State  as  to  their 
ronsiste  .'  ^  with  Federal  mforr.ation 
polir< 

eraight  The  Director  0MB.  will 
»e  infor  lation  tecfinclogv  pla  ining 
.lewi  iscal  budget  reviews, 
informat',    cr'iection  budge'  reviews 
manageme.  t  reviews,  CSA  reviews  of 
agency  information  resou'^^er 
management  activities  am  such  other 
mensures  as  he  deems  nece  sary  to 
evaluate  the  adequacy  and  tfficiency  of 
each  agency's  information  resources 
management  and  compliance  wiih  this 
Circular 

Ap'^endix  I  Federal  Agency 
kesponsibilities  h'  Maint<lning 
Records  alout  Individuals 

Appendix  11  CostAccouni  ng  Cost 
recovery  and  Interagency  Sharing  of 
Information  Technology  Fac  'itiet 

Appendix  III  Secunty  of  Federal 
Automated  Information  Systems 

I/avid  A  SlocVman 

Director 

Appendix  I— Federal  Atenry 
Rtspcnslbtlitin  for  M  inlaininf  Records 
abfHi'  !r>dlviduals 

1  Purpose  and  Scope  This  appendix 
describes  agency  responsibtlii>es  for 

implementing  the  fVivacy  Act  of  1974  5 
tiSC  5.S2a  as  amended  (hereinafter 
ihr  \r\  )  It  applies  tn  all  agencies 
nubiPtt  10  the  Act  The  appendix 
lunviiMites  a  revision  t  procedures 
foimer'  cnniamed  in  (  >MB  Circular  No 
A-ltli-  nnwrrscmdei 
'  Offt^titions 
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a  The  Icrms  agency  individual 
maintHin     record     system  of 
records   and  roulire  use    as  used  in 
this  appendix  are  defined  m  thp  Act  (5 
USL  552d(d}) 

b  The  term  minor  change  to  a  s)stfm 
of'^ecorda  means  a  change  that  does 
not  significantly  change  the  systrm  that 
II  does  not  affect  the  character  or 
purpose  of  the  system  and  does  not 
affect  the  dbiliiy  of  an  individual  to  gam 
acresi  to  hi>  or  her  record  or  to  any 
info  mation  pertaining  to  him  or  her 
whi  h  IS  contained  in  the  system  e  f{ 
changing  the  title  of  the  system 
manajjer 

3  AMSignmenl  of  Hrsponstbilities 

a  ^1/  Federaf  Agencies  I     Jdilion  to 
meeting  the  agency  require  nts 
contained  in  the  Act  a*  d  tl..  peuifir 
reporting  requirements  detailed  n  this 
appendix  the  head  of  each  agency  shall 
ensure  that  the  following  reviews  are 
rondurted  as  often  as  specified  below 
and  be  prepared  to  reiori  to  the 
Director  OMR  the  results  of  such 
reviews  and  the  cor-ectiv?  action  taken 
to  resolve  problems  uncovered  The 
head  of  each  agency  shall 

(1)  Section  (m)  Contracts  Review 
every  five  yeais  s  random  sample 
agencv  contracts  that  provide  for  the 
maintenance  of  a  sVstpm  of  records  on 
behalf  of  the  agency  to  accomplish  an 
agency  function  in  order  to  ensure  that 
the  wording  of  each  contract  ma  «thp 
proiTisions  of  the  Act  apply  (5  U  S  C 
552a(m)n)) 

(2)  Perordkreping  Prawces  Review 
annual  agenry  recordkeeping  and 
disposal  policies  and  practices  ir  ort*  ' 
to  assure  compliance  with  the  Act 

{3]  Routine  Use  Disi,/oa,>res  Rev  w 
ever,  three  year*       jutine  use 
disclosures  assocr  >d  with  each  system 
"f  records  In  order  to  ensure  that  the 
recipient's  uae  of  such  records  continues 
to  be  compatible  with  the  purpose  for 
which  thediaclc«<  ig  agency  ongmally 
cullf  Med  the  information 

(4)  Fxcmption  of  Syslemt  of  Records 
Review  every  three  year*  esch  systen 
of  records  for  which  sn  exemption  from 
any  provision  of  the  Act  hss  been 
asserted  in  order  to  detemiine  whet' 
auch  exemption  is  stil'  needed 

(5)  Matchiftg  Program  Review 
annually  esch  ongoing  natchtng 
program  in  v^htrh  the  fe^ency  ha* 
pariicipsted  di  ingth'^"-'  either  as  a 
aource  or  as  a  mstching  e^ency  in  order 
to  ensure  that  the  requir'  nentk  ^' '^e 
Act.  the  0MB  Mstchirii  Guid'^  nd 
the  0MB  Model  Cont   '  Syt. 
Checklist  have  been  • 

{(I)  Privacy  Act  "^miring  Rcvie 
annually  agency  training  practices  in 
order  to  ensure  >hi«t  all  agency 
peraonnel  ^'^'^  lamiliar  with  the 


requirements  of  thp  ^rt  with  th( 
i  tencv  9  implementing  reguldlion  <ind 
with  any  special  requirements  that  their 
specific  jobs  entail 

(7)  V  lo/a  tons  Review  annudll\  the 
actions  of  agency  perb^-'nel  that  have 
resultPft  either  in  the  agency  being  found 
civill>  liable  under  section  (g)  of  the  Act 
or  an  enployee  being  found  criminally 
lic'nle  under  the  provisions  of  section  (i) 
of  the  Act,  in  order  to  determine  the 
exteni  of  the  problem  and  to  find  the 
most  effective  way  to  prevent 
recurrences  of  the  f  blem 

b  Department  o  f  ^^jmmerce  The 
Secretary  of  Commerce  shall,  constslent 
with  guidelines  >ssi<ed  by  the  Director 
0MB  develop  and  issue  standards  and 
guidelines  forassunng  the  secunty  of 
automated  information  systems 

c  Gvneral Services  Administration 
The  Administrator  uf  General  Services 
shsll  consistent  with  guidelines  issued 
by  the  Director  0MB  issue  instructions 
on  what  agencies  must  do  in  order  to 
comply  wi  h  the  requirements  of  section 
(m]  of  the  Act  when  contracting  for  the 
operE'ion  c  a  system  of  records  to 
scr-or.  -)lish  an  agency  purpose 

d  Cfifice  of  Personnel  Management 
The  Director  of  the  Office  of  Pertonnel 
Management  shsll  consistent  with 
guidelines  issued  by  the  Director  0MB 

'1)  Develop  and  maintain 
f  Jvemmentwide  standards  and 
procedures  for  Civilian  personnel 
information  process^nf  and 
recordkeeping  c'lrectives  to  aiJtirr 
confomance  with  the  Act 

|2)  Develop  and  conduct  training 
programs  for  sgency  personnti 
including  both  the  conduct  of  courses  in 
vanouB  Bubstsntive  uress  (e  g  ,  legsl, 
,J-'"i«tratjve,  informstion  technology) 
and  the  devc'opment  of  materials  that 
agencies  can  uk"*  m  their  own  courses 
The  BBsignment  i  f  thiB  responsibility  to 
0PM  does  not  sff  >ct  the  responsibility 
of  Individual  agen  *y  hesds  for 
developing  snd  cr  ndi.ctlng  *~Bining 
progrBms  tailorer  to  the  specific  needf 
of  their  o%vn  peronnel 

•  Naitonai  A, vhnes  and  Records 
Adminiftra*  on  The  Archivist  of  the 
Unit'       -leB  shall  consistent  with 

issued  bv  the  D  .  ector  -OV  b 

(Ijiss  instruct*  ni  on  the  formst  o 
the  agency  njtices  and  rules  reqL  ^ed  to 
be  pub.ished  under  the  Act 

(2)  >,ompile  snd  publish  annually  ti  ^ 
rules  promulgated  under  5  U  S  C  552ai.^ 
arH  agency  notices  published  under  5 
use  S52b(c)(4)  in  s  form  available  to 
the  pubhc 

(3)  Issue  procv  dures  9oveminp  the 
transfer  of  records  to  Federal  Records 
Centers  for  dlora^e  processing  and 
servicing  pursuant  to  44  U  S  C  1103  For 
purposes  of  the  Act  such  records  are 


considfred  to  be  maintained  hv  th»> 
agency  (hat  deposit  -d  them  Tht- 
Archivist  may  disclose  H:^ro?itpd 
ret  ords  only  according  to  the  access 
rules  established  by  the  igencv  that 
deposited  them 

(4)  Prov  ide  annually  o  the  Director 
0MB  a  lifting  of  Privacy  Act 
publication  activities  for  the  previous 
calendar  year  of  esch  agency  subfect  to 
the  Act  This  listing  shall  mcludi  the 
numher  of  new  systems  of  records 
published  the  number  of  smended 
systems  the  number  of  exemptions  and 
the  number  of  uses 

f  Iff  ice  of  Managenien  t  and  Budget 
rhe  Director  of  the  Office  of 
Management  and  Budget  will 

(1)  Issue  guidelines  and  directives  lu 
the  agencies  to  implement  the  Act 

(2)  Assist  the  agencies  at  their 
request  in  implementing  their  Privacy 
Act  programs 

(3)  Review  the  new  and  altered 
system  reports  igencies  submit  pursuani 
to  section  (o)  of  the  Act 

(4)  Compile  the  annual  report  of  the 
President  to  the  Cungress  in  accordance 
with  section  (p)  of  the  Act 

4  Reporting  Requirements 
a  Privacy  Act  Annual  Reports 
Ajiencies  shall  submit  a  Privacy  Act 
Annual  Report  to  the  Director  0MB, 
covering  their  Privacy  Act  activities  for 
he  calendar  ycsr  The  format  and 
timing  of  the  report  will  be  established 
by  the  Director  0MB  (5  U  S  C  :,52a 
[pD 

b  New  and  Alterto  Systrm  Reports 
The  Act  requires  agencies  to  publish 
notices  in  the  Federal  R«siit«r 
del cnbing  new  or  altered  systema  or 
records,  and  to  submit  reports  on  these 
systems  to  the  Director  0MB  and  to  the 
Congress 

[\]  Altered  System  of  Records  Minor 
changes  to  systems  of  records  need  not 
be  'eported  The  following  changes  sre 
those  for  which  s  report  is  required 

(a)  An  incresse  or  change  in  the 
number  or  types  of  individusls  on  whom 
records  are  msintained  Forexsmple  a 
decision  to  expsnd  s  system  thst 
onginslly  covered  only  residents  o' 
public  housing  in  m4|or  cities  to  cover 
si.'h  residents  nstiontvide  would  require 
a  rpport  Incresses  Attributable  to 
normal  growth  should  not  be  reportec' 

(bj  A  chsnge  thst  expsnds  the  types 
or  categories  of  informstion  mamtsined 
For  exi  uple  a  ,>er<onnel  file  thst  has 
beer  expsnded  to  include  medicsl 
records  would  require  s  report 

(c)  A  change  'hst  slters  the  purpose 
for  which  the  informstion  is  used 

(d]  A  chsnge  to  equipment 
configuration  (cither  hsrdwsre  or 
software)  that  crestcs  substantially 
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grt  rtUT  .irci'ss  lo  ihv  ffi  nrus  in  tht 
sVslems  For  i>xdnipl(  loidLn^ 
nlerdrlivf  li  rmin.iK  hi  rpjjinn.j)  uffu  (  s 
for  .1'  t  I'SsiriK  d     sli  m  fornuT] y 
dCrfS4ibii>  only  d1  thr  hpddqudfttrs 
Mould  miuirc  h  rfptirt 

jc)  Ihr  dddit'on  ai  dn  exi-mplion 
ipursihint  lo  spchonj.  ())  or  (k)  of  the 
A(t)  N'oii'thdl  ir  submilting  d 
ruli-m.ikinR  for  dn  exprnplum  ds  pd--!  uf  j 
ri'Pdfl  of  d  ntw  iirallerfd  sysl.'m 
Bfii  ni  IPS  will  mrf't  thf  rfporlm^ 
n'tjuirpmpniji  of  Kxrrnlive  Order  12^ 
dnil  rn  t'd  nol  makr  ,i  scpdrdip 
submis'  on  um  vt  lh.it  order 
When  dn  dyunc  y  mdki-s  .i  i  hdn^c?  Id  dn 
informdfion  Ip(  hnolu^y  inslali.itmn 
\9\ft  ommuiiK  dlion  network  ur  .mv 
olhtTgPntTdt  chriHRt  s  in  inform-ilmn 
collection  prucc%%\nn  dis-i'Tniiirilion  vr 
slorjRf  llidl  dffpcl  mulliplr  s>  stems  of 
rrrords  it  m.iv  <iubm»l  J  sinxli 
ronsiiliddird  ni>A  ur  .il'i-rcd  s\  stem 
rrporl  wilh  (  hdnjjHs  In  rxistin^  nulicrs 
and  siipporlinR  dix umpntali.in  jnrludrd 
in  the  sobmissitin 

(v)  Co!Uri,t<,  of      /li'oorl  1  hr  rrporl 
for  d  nrw  i>r  illi  nd  sVstem  hdS  thr<'» 
rii'mi  nts  .1  trdniimilldllHller  h 
ndrr<Jti\r  ildtemi'nl  .inrl  suppor'inp 
dorumf  nt.tltun  ihdl  inrludcs  d  rjpv  of 
th«>  prnpdsid  Federal  Register  oIki 
Ihirt  is  no  pri'<rri})rd  fornidl  fdrcilhur 
rhc  leltrr  or  thp  njrrdliv"  st.ilrrrnl  Th<' 
nulK*  rru<:t .!(  Mrnthpform.it 
pKsrnbfdbv  ihi' Office  of  ihp  Frdi  rdi 
R<  jtistiT  1  D<,i  untt'nl  iJruflmfj 
flt.iulhnnk 

(d)  rn,:i\nhtlc' tcttrr  1h<-  trdnsniilldl 
\fnfT  should  br  siRm  d  bv  ihr  «!r  lor 
(iljpni  \  nffit  ihI  ri  sponsible  for 
tniplemi'nldlion  of  the  Ai  i  wilhin  iht 
dRcni  V  ind  should  rcMliiin  ihr  ndmp 
ind  Iflcpiionr  nurrbpr  i>\  the  individunl 
who  r  in  best  .infi'\rr  qui'stiotm  dlmut 
ihi  syslrm  1  hr*  toMt  r  should  ronldin  the 
A<nr\  s  dssur.inti*  thai  the  prnpostd 
svsirm  dors  nol  ditplirati'  iin /  rxi- '  dr 
iRfncv  systems  ll  should  diso  sldti  thdt 
dropv'iftht  rppniinHS*'  r  n  d'»"i*""'-d 
to  thr  Spfrtki  r  o!  ihp  Uniisi  dfid  Ihr 
PrPBidcnl     thr  Sendle  us  ihr  A(  I 
ri'ijuirrs  1h<  Irltrr  mdv  dlso  inrhidp 
rpqueots  for  \.iurrof  thr  rrpiirlins  timr 
p«  nod 

(b)  \'umitn»  S/w/f ;/»'/)/  thr  ndTrilur 
slcitrrr.rnt  should  In-  brirf  It  should 
make  rrfrri'ni  p  .is  dppri)pri.itr  lo 
info'nialion  in  thi  nuppfirlifiK 
dorurrx  nl.ition  rdlhc  i  ih.in  rrst.ilinK 
mil  h  inf'ir  >iatit)n  fhr  sl.ilf  mi  nl  shmilil 

(/)  Idrpt.fv  thr  „u'i)oril\  iindi  r  whif  h 
th»' sv  stf  mis  n.iint.imrd  1hr.itirn(v 
shdiild  dvof'  1  iiin«  housi  krrpinR 
<:titliitrs  bu' '  tlhi  r  ( lit  the  undr  riving 
pmxrdmnM'K   i.ilhontv  fur  t  ollr  <  tiri;^ 
m.iinl.imtnK  .i.id  n  ,ok  ihi  inform.itiori 
Whrn  th'  svttt  tri  ts  b«  in^  opi  r.ilpd  lo 


sijppori  dn  a^Pncy  houarkpepinjit 
proRrdm  Dji  a  i  arpooi  tocalor  ihe 
dj<pntvmd\  ni  <vpwer  ( tie  d  {{enerdi 
hoijs(  krepinfj  sUtute  Ihdl  dUlhonzes  (he 
dfjpnf  V  hpdd  to  kpep  such  records  as  dre 
np( tssdfv 

{^1  ProvK'f  the  aftenry  s  evaluation  of 
ihe  probable  hf  polpntial  effects  of  Ihe 
proposal  on  thp  privacy  of  individuals 

(J)  Uescribr  the  relationship  of  thr 
proposal   fany  to 'he  olhrr  branches  of 
Ihr  Fedrral  Governmpnl  and  lo  Slatr 
dnd  loral  RovemmPnti 

[4]  f>rovide  a  bripf  dpscnption  of  the 
slups  taken  by  thp  agency  to  minimize 
Ihe  risk  of  unauthonzrd  access  '.o  the 
svslem  of  recordi  A  more  detailed 
dsspssmrni  of  the  risks  and  specific 
ddminislrativr  •"chnical  proredurdi 
dnd  phystral  SdfrgUdrds  established 
shdii  bp  madr  avdilablr  lo  0MB  upon 
rrqupsi 

{•>]  Fxplain  h  )w  each  proposed  routine 
usp  sdlisfii  s  thr  compdldbiliiy 
n  qiiirpmrnt  of  subsertio"  (.i)[7)  of  ihe 
Aft 

(f-)  ^uprJ'tinii  i)tH  \inU'iUutii)n  Allarh 
Ihe  ollowinfj  o  dll  new  or  allered 
svstpm  reports 

(7)  An  .idvdnLt  topv  rA  ihe  npiv  or 
ailrrpd  system  nolirr  (consistent  wilh 
Ihr  provis'nns  of  1  U  SC  552a(e)(4))  lhal 
Ihr  agrr.-^v  proposes  In  publish  for  Ihr 
nrw  or  al'prpd  system  For  r-opospd 
allrred  systpms  the  documrnlatioP 
•should  bf  m  the  same  form  .is  Ihe 
aRr'^cv  proposrs  t  j  publish  in  Ihr  public 
not 

An  fid  anrr  ( opy  of  any  new  rules 
or  (  hdn(?ri  to  publishpd  rules  (cnnsisteni 
with  Ihe  provision  ofSlJSC  552*10  (|) 
^nd  (k))  th.il  ihp  agency  proposes  lo 
issue  fo"- 'h*  '■jew  or  alter*  d  syslPTTi  (fno 
( bar  ;jes  t  )  <  v. sting  rules  are  required 
tht'  report  ,h.ill  so  state  Proposed 
changes  to  f  xisting  rules  shal'  be 
provided  in  ihe  sdme  form  as  the  agency 
proposes  to  publish  for  formal 
rulemaking 

'  0  0MB  t  orilrot  niiinbers  cxpir.iti.yn 
dales  dnd  titles  of  any  0MB  appri/  jd 
information  rollerlion  requirements 
ro-it.iinpL  in  ihp  sVsti'm  of  records  If  the 
request  for  OMI^  c  i»arance  of  an 
informnlion  c  olleclion  ts  pending  ihe 
dgenrv  mdv  simply  stale  the  t'lleof  the 
rolltf  lion  and  tht  Hale  it  was  submitted 
for  1>MD  clearance 

(1)  7 int.itfi  and  Oi^lrihutiijr  for 
^iihni  Itiii  A-riv  ant'  Altcrrd Syslrm 
R( fu,rt<.  Submit  reports  on  new  and 
.illeri  d  systems  of  records  not  latf  r  than 
fiO  d.i\s  prior  So  eslablishmeni  rf  a  nt  w 
s\slrm  or  Ihe  implementation  of  an 
atlrnd  s\ si.  m     U  S  C  SSJa(o))  Suofru 
three  r  op  rs  of  en(  h  rrpor!  to 
I'll  sidrni  f)''  'hi  brnalr  Wnshtn< '  in 

i)(  JOMD 


Speaker  of  the  House  of 
Representatives  Washington  DC 
20515 

Administrdlor  Office  of  [nformalion  and 
Rpgulatcrv  .ulairs  Office  of 
Mandgement  inci  Budget  Washington 
DC  20503 
Agen<  IPS  may  assume  lhal  OMB 
concurs  in  Ihetr  proposal  if  OMB  has  nol 
commented  within  60  days  from  Ihe  date 
the  Irsnsmillal  letter  was  signed 
Agencies  may  p  ibllih  system  and 
ruuMne  use  nollcei  ai  well  as  exemption 
rules  In  Ihe  F«d«ral  R«fisl«r  at  the  same 
lime  lhat  Ihey  send  Ihe  new  or  altered 
system  report  lo  OMB  snd  the  'Jongress 
The  60  day  period  for  OMB  and 
Congressional  review  and  Ihe  30  day 
notice  and  comment  penod  for  routine 
uses  and  exemptions  will  then  run 
concurrently 

|4)  Waivers  of  Report  Time  Period 
1  he  Director,  OMB  may  grant  a  waiv  er 
o'  the  60  day  penod  if  the  agency  asks 
for  Ihe  waiver  and  can  demonstrate 
compelling  reasons  Agencies  msy 
assume  that  OMB  concurs  in  their 
requpst  if  OMB  has  nol  commentrd 
within  30  days  of  the  dale  Ihe 
Iransmillal  letter  was  signed  When  a 
Wdiver  IS  granted,  the  agency  is  not 
tfipreby  relieved  of  any  other 
responsibility  or  tiabibty  under  in..-  Act 
Note  lhal  OMBcann-         «  time 
periods  specificall  hed  by  the 

Acl  Agencies  will  sliti .    e  ij  meet  the 
statutory  notice  and  commei  t  penods 
n  f^utrcd  for  establishing  a  routine  use  or 
claiming  an  exemption 

Appendix  Il-<-Co«l  Accounting*  Coat 
Recovery,  and  lnl«r«|«ncy  Shanng  of 
Information  Technolofy  Fadliiiet 

1  Purpose 

This  appendix  establishes  procedures 
for  cost  accounting  cost  recovery  and 
interagency  shsnn^  of  Federjl 
mformdlion  technology  facilities  The 
appendix  revises  procedures  formerly 
Lunlaiiir-d  in  Oi*iB  Circular  Nu  A-i21 
now  rescinded 

2  Appltcability 

Thi4  appendix  applies  lo  all 
inftirmalion  technology  facilities  that  err 
oprraird  by  or  on  behalf  of  a  Federal 
dgencv  provide  service  lo  nore  than 
one  user  operate  one  or  more  general 
managemrn  cofrpolera  and  have 
obligations  in  excess  of  $100  QUO  per 
Year 

Definitions 
»  The  lerm  information  technology 
fat  ility   meens  an  organizationally 
defined  set  of  personnel  hardware 
software  and  physical  facililiL'S  s 
primarv  funclior.  of  which  is  the 
opf    tion  of  information  lechnology  Ai 
inforiiifltion  technology  facility  includes 
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(1 1  The  pt  rs<inn«  i  Vk\\o  apcrijti 

<  oniputiTs  or  1i  lc(  omtmiim  -I'ions 
s\st(.ms  dc>v«  lop  or  m.iintHjn  sr  fiw.Tc 
provi'jp  us«  r  lidi<.()n  .iriiJ  irimms 
sLhpiluIt' <  omptilprs  prpp  iri^  .md  intilrul 
inpuld.iirt  (ontMl  roproduLf  dnd 
dislnliuh'  output  datd  mdinLiin  t,ip« 
«ind  disk  lihrdrn'b  pro\idf  <.tLurit\ 
mHmlrn.ind  ind  <  ii'' odidi  strviccs 
nnd  din  ctlv  mnndfic  or  pr[j\  ido  dir**.  t 
ddniinisTdlivf  support  to  piTst  nci 
i'nf(d${(>d  in  ihi'Rt.  dcti\i  jrs 

\2)  Ihp  ovkDfd  or  Irdsrd  t  omputt  r  jnd 
fummunii  iitions  hnrdwdr*'  'nt  ludin^j 
ff  nlfdi  prijtf  ssins  units  ssoLidltd 
pfriphcrdi  eguipnipnt  surh  ds  (Jis! 
dr.\es  Idpc  drives  drumsturtxc 
print<rs  LdriJ  rudders  .ind  consolps 
dd'a  I  ntrv  i>quipm«nt  ddtd 
rrjifidu  lion  dctolirt'ion  bookinR  ,iniJ 
'  mdinx  I  tjuipmrnt  Iclprmnmunu  dluiri' 
I'pmj  nl  i>s«'d  ''or  ihv  trdnsfi  r  iif  ddl  t 
v<  I  n  n  motr  sit(  s  dnd  the  f.tt 

'  iU(Jin(;  ti  l<  ( Dnimuui'  dtn»is  <  onlrol 
units  tJ'ri".  1  (!s  modi'ms  ,ind  ili'dti  d 
U  \f  p^nni  I. HPS 

j  J)  Thp  soflvkdn   m<  ludinfj  opcrntmf? 
svsirmsnftvi  ip  iililiiirs  sd-Is 
UinxiMR*  protissiirs  dct  «>ss  mr  Ihods 
d^i  I  Jids<  prM  .'ssors  «irn}  oth«  r  simildr 
muPi  I  SI  r  sofivkdrr  rpqiiir  •(}  by  lh( 
f.iol.U  f.)r  support  uf  the  f.n  diH/or 
for  m  n<  fdi  list  by  ii'  rs  ni  the  fd(  ilit\ 
All  sdflvk  ire  hi  qmrrd  or  mdUitdinf  d  bv 
iisirs'ifih*  f,Hilil\  is(xfludpd 

(4)  The  ph\si(  ,il  f,M  iIMips  mt  hiding 

<  ompi  tpr  rooms  tdpt  .ind  ihnV.  !il>rdrn  s 
stoi  kr<«ims  dnd  vsdrrhniisf  sp,i(i  offir  f 
sp.if*  plivsi' ,o  fixturf  5 

b  lh(  tiTin  fuit  H)Sts  mi  dfis  |1| 
siRriifit  drt  (  xprnst  s  ivm  r«  d  m  thf 
■  ipprdlior;  of  an  info  ntdtton  li  r  bnM|{iR\ 
fdi  iiit\   ( hr  fotlowt  i)i  r  (I'll  I'lpTT^j  nts  «ri 
.n(lii.><  ) 

(1 )  i'l  rMifini  1  indtdi-'  'il.ints 
o\(rtini«  dnd  friiiRi  bi^i  ofruji.in 
.ind  mill t 'r\  pfrsonnp)  nnd 
•r.i\  H 

(2}  h<|iiipTn  nt  in*-  imimR  (l<^prr<  tdtiim 
for  ovkni  5  .  fpti.ili7*  (J  pquipnipnt  rfr'd' 
units  liMK,  (iisrs  .r<!  dir^c  t  I  xpi  ns( ' 
for  rinne  ipildliri  d  t  quipmrrl 

(OSoflWrin  inf  |i     ifi  d«  pri   i,*),  ir 
ftir  <  rtpildii/f  d  ( •->''       /b  \i  l(),)!ti« 
t 'in\<  rlinj^  or  drqii.     .  suflvs.irf  riiildi 
'isis  bir  sfiflw.irr  ,irnl  dm  i  1  •  xppnsps 
for  .lonr  ,ipi|,ili/prl  dnjuisilirr  i  of 
H„ftw,irf 

f4t  Siippiu's  itu '.icj.nfi  offii  I  siippltrs 
d  I*  1  prix  I  "unR  m.'ti  r„iU  ami 
niisr  t  tl  <ni  (III .  (  xpi  ns,  <, 

I'd    orMrdf  tf  d  t(  rv!i  I  s  nuiitlrn 
•■  <  hiiif  il  I  III  <  otis.ilh',}.  s*  rviti 
I  qj'p'TH  nl  mdinu  i.mt  ♦  ibi'.i  c  ^<t\ 
Mif  r>      '  t'l  r.iti'i  s  •.iip,iiirl  I  <(  ','■(  s 


(t>;  Sp,  I  oi  t  iipdOf  \  in(  iiidms  r<.  ibil 
.nil]  !(  is(  of  biiiiibnss  KPnPrdl  off'cp 
fiirnmir*'  dnd  <  quipm*  nt  binldinR 
m.iirilpndnt  e  ht  .ilinn  jir  Lond.tioninf} 
drd  othpr  iilililies  telephone  sr  r\  ires 
dfit!  building  st>(  nn.v  dnd  custodi.ii 
sprv  I,  PS 

17)  Inird  dftency  sprvices  mi  ludjnfj  the 
r  lists  o^  norm.d  dRcni  \  support  serv  ilps 
ih  it  drp  pdid  by  thp  instdlldtion 

fb)  Intprd^pncy  spr\  in  s  mc  li'dinjj  the 
{  osts  of  at'n  ices  nrcniupH  by  othpr 
dRi'nt  It  s  dnd  dpp  irtmpnls  th,it  drp  p  od 
it\  ihp  instdlldtion 

t   I  hf  tprm  usiT  i  ■  dns  dn 
riKdnirdtiondl  or  proprdmnidtir  entity 
thiit  r»  f  PUPS  ser  -icp  from  dn 
)nformdti()n  tPrhiiof()s>  fdciiitv  A  usi  i 
n.n  be  pithi'r  intf  rndi  or  P<terndl  to  lh» 
nr  V  orsdTi?dlion  respons  bip  fur  th( 
fdri)]|% 

d  I  (IP  iPim  ^1  nprdl  mdiidf;ement 
compulpr  mpdns  a  dinitdi  tomputpr  ih.il 
IS  ij<i<'d  for  any  purpose  oihe*-  lh.in  ds  a 
pdrl  of  d  process  control  s\  stem  spdi  p 
s\stpin  moliilc  system  or  d  system 
mpi  tmj?  one  of  the  pxc'usions  idpiittfipd 
in  the  Dtjpdrlmtnt  of  L  fensp 
•\ulht)ri7  "tion  Act  of  ItRZ 

4  (  f>st  Af  I  ounti  m  Cust  Rmfif  ri 
III  li  /lift  rofii't't  i  Shoring  for  I  ifnrmotin'i 
7f  (  h!ui'rn^\  f-dt  tlittes 

d  Inti  rai^f  !u  \  Shanna  Afiencies 

Sb.lll 

(1 J  Shdrp  Ihpir  informdiion  tpcbnoioj^v 
fd.  ililt 's  vsith  uspis  from  oihpr  dxent  ics 
to  I'lp  mdximum  exieni  fpdstbip 

(2 1  Document  sharing  drrnnf?(  mi  nts 
whi  rc  the  lo'dt  an.iud!  rpirnburspmpnt 
pxcppflsSWlOOiJ  With  mdi\idudl 
VkriMiT  ayrppmpnts  thdl  idpntify 

Id)  St  rvjres  a  \  dildbb  for  shdnnf? 

'bt  M  r\  T  p  priority  oroi  edures  and 
li  rm-t  [p  f(  qoalitj  ptrformdnf-e 
".tdoddrds)  to  bf  pro\  idpd  to  f    h  user 

(i  )  IVif  f  s  to  hi  chiirjupd  for  pro\  idmp 
fii  r\  If  1  •< 

'dt  Kpimbi  rsfmp.it  drrdJij^c  ropnts  for 
St  rvirps  pro\  idi  d 

(p)  '^rr«nf^pmpnts  f^v  Iprmmdtinf?  ihp 
sh  iriti"  d}?rppmpnl 

( i)  V  o\  idp  stdnd.ird  ti  rms  dnd 
KimJiti.infi  t()  usprs  oblammH  simil  ir 
s(  rv  in  s  msobir  ns  possibln 

|4]  I'sp  stirn  sbdrip^  drrdn^Pmpnts 
whpn  f'li'v  doriiniPntpH  anti  ,i,irt  of  d 
form.il  sh.trinx  prtiRram  in  iii<.fifi(  .ihons 
to  OMfl  for  rpsourif  rpijupsts  and 
rill."  i»infi<i(>nU  1*  hi  rr  PXi  I  ptrndl 
f  in  iir,  '  '.tin  PS  pfpr  Ii.  If  ihe  iist  i  Hfjpru  y 
fri'  n  iismp  dilprnntivr  sourti  s 

Il  f,)  /  4( ;  (Hindi  \  A«(  Pt  II  s  --hdil 

'1  ]  Assurp  ihdt  nornr  v  '  o'l  i<<  ountin^ 
proi  I  d  in    dn  (  nnvi^h  iit  Vt\\h  tbp 
i  idr  idl  ( i'>\  I  rnmf  it  ^(  rountinR 
i'  n.i'M.  '  No   I    CuKb  lini  s  for 
'\  1  'in.iliiiv  fn    \ijlnITi  It  (  D  iJd 
r  r  (  1  vsiti«    (I   S  (,f  nt  -  i'  \' t  rumlinu 
f)f'  i  .    ITHj  fn.  )hi  nj.f  M  inr>  ^.f 


mlornidiioii  t'.cbr  oIorv  fHcUitjes  when 
pstinidted  full  <  osis  cxi  rrd  SJ  mdlion 
pi  •■  ypdr 

[I]  Mdkp  dnnudl  estimates  usmp  i  ost 
bndmx  te(  hmques  of  the  full  costs  o\ 
(jp'rdtms  fdnlif  es  vshere  psiimdted 
cosis  drf  less  thdn  J.1  rridlion  per  \pdr 

c  User  Cost  OistrtbulKni  S)  tem 
AgpnctPs  ihall  implement  a  user  t  o»t 
system  to  distriljule  the  foil  co«'  of 
pro\id'ns  servi  es  The  user  rost  system 
will 

(l|Bi  consisif nt  with  Ruidanre 
providpd  tn  the  Federal  (ji>\ernmpnl 
A((ounliiig  Pamph'pt  No  4  .ind  in  thr 
hcderui  Information  Prorrssinjj 
Stdnddrds  Pubtica'ion  No  9b 
Ctuidelines  for  Orvelnping  and 
Impitmpntmg  a  Cha^ginj?  System  for 
13d«d  Procossing  Spr\  irps  (National 
Bureau  of  Standdrds  Department  of 
Co-nmerce  19fl2) 

(2)  Price  each  «pruc^  proMded  by  thi 
fdcilitv  to  the  users  of  that  sprvice  on  «n 
equitiiule  cost  ihnrinj^  basis 
rommensiiratf  with  liip  dmoun'  of 
resnurces  required  to  provide  thdi 

fipr\  ire  and  the  priority  of  lervicp 
provided  Th?  cost  ol  indn  idual 
trdnsactmni  may  be  estimated  provided 
that  tipy  drp  periodir<!lly  reconciled  to 
assure  that  the  full  losIs  of  operdtions 
are  pqui'-ibly  Hllordted  amonj;  all  users 
hixi  d  prup  drrdngpmpntfi  for  ipr\  ices 
d  >  n^  a  fippf  died  period  of  time  are 
pormisidblp  prn\idid  lh.it  such  prices 
dn  periodically  adjusted  to  asiure  an 
pqwilable  alloration  of  costs 

(3)  Oirerli>  dislrbute  to  th*.  recipirnt 
of  the  services  the  full  costs  of  dedicated 
Kpr\i(  es  inrludin^  application  lyitems 
developed  and  mdintdined  softwarp 
iiniqup  to  d  single  applicotion  dnd 
lemote  terminals  .jnd  modems 

d  Li>\t  Rvunery  AjiPOi  les  sh  ill 

n)  Submit  pen  idic  st.iit  -npnts  to  all 
i]S(  ,i  of  dgency  informdtuiti  Ih  hnolrigy 
f<ii  I  III  IPS  spe<  ifying  thp  r  osti  of  '.prvKes 
provided 

(2j  Rpfover  full  co'itu  from  hpd*ral 
usprn  of  the  facility  and 

(1)  Rpcovpr  costs  from  nonfederal 
usp's  of  thp  fa'  ilitips  fonsistenl  wtih 
OMB  C  irruldrNo  A  2S 

f   A(  t  oiintiiifi  fnr  h  injfuirsp'vpiits 
R(fr'\rd  Afipnrics  shall 

(1)  Rpduf  p  dgpnrv  bud({el  dnd 
dppropridtion  rpqiiPsKi  by  Ihr  .imojnl  of 

nntipd  rpimburscmenis  from  ahnred 
'm,i*i(in  Ipchnilogv  fnnlitips 

Ul  Pn  pHri  dt  the  f  losf  ol  each  fisi.ii 
v<  fir  ii  rf  port  thdt  doi  umenls  m  thp 
i)ji  nt  y  s  offi(  tiii  rp(  oid'i  thr  fid!  <  ost  i\ 
(>p»r,i;in;j  nf.trmd'mn  t»  bnolngy 
fd/  nttf  s  ibdt  tn  (iv(  t  mi  w  thin  fiOOfKlf) 
pt  I  \i  11  f^nn)  sbrtiinR  ri  irrburs*  t»  nts 
I  h(  '11  nr<  shimid  do'  nmi  nt  p.ist  vt  u 


BEST  COPY  AVAILABLE 


ERIC 


470 


464 


Federal  Regi.ter  /  Vol  50  No  51  /  Friday  March  15  1965  /  Nohcgi 


10745 


^osti  dnd  provide  cslimdtes  for  the 
rurrent  and  budget  >eaii 

(3)  Deposil  In  the  U  S  Treaiury  c«s 
mitcelinneaus  recpipli  the  excess  of 
reimburtemcnls  over  full  cusli  in  any 
fiirsi  yedr  and 

(4)  Use  a!  dgency  diirrrtion  (he 
ponion  of  reiinbursrmenls  ariimg  from 
equipmenl  dnd  soflwaro  d'>precidtion  foi 
•he  rppidrenpnt  and  au({mentati»n  of 
irformdlion  technology  tdpilal  as^e\^ 
provided  such  uia^u  ii  ipecifjciliy 
dpprovi  fj  dt  pari  of  the  budget  and 
appropriation 

5  Sf'h'i  flint  of  'informal Ktn 
Techni,la}i\  Fou/ilies  ta  Support  A  en 
Appltrahons  In  leleclr.g  information 
technology  facilities  to  support  new 
sppiicalions  agencies  shall  esldblish  a 
mdnagemrnt  conln>)  procpdurp  for 
determining  whi.  h  ^dulity  will  be  uspd 
to  support  eauh  significant  epplication 
This  proredurr  shall  ensure  (hat 

(a)  All  altemdiivp  facililipv  dre 
considirrd  includmg  olhpr  F-pderdl 
agenc>  Hnd  nnnfederdl  fatitities  and 
servit  r% 

[b]  Agcnj  >  ruli  s  dn  not  rpquire  thai 
priori1>  bp  givpn  n  the  use  of  m  hi^usp 
facdiiipv 

f(  J  rhp  u^pr  nf  the  dpplii  atji^n  hds 
prim<irv  rc^pon^'bility  for  splerlmg  the 
fdnlil>  and 

(d|  p]iich  spiprlinn  <iprision  \% 
durumenipd  in  thp  dgpnry  s  fficidl 
rercjrdn 

6  'Us;/;/</;jr/?/  of  Rfipitnsihi/itif  s 

a  All  Frdpral  \f{f'n( irs  The  head  of 
each  agpmy  shall 

!1)  Ksldblinh  pfiiine*  and  prote  lures 
ant*  assign  r«np.  ntbilittes  to  implement 
•hp  requiremi  nt-.   Mhis  appendix  dnd 

(2)  Ensure  that  r  .■irarfs  oworded  for 
thp  operation  nf  mfnrmatinn  technology 
fndliiies  include  provisions  for 
I  ompliancp  with  the  requirements  of  th's 
Hppmdix 

h  Ctntral  Srniff-s  Admini<!in,tii,n 
'f'p  Adminislraltn.  of  C.enpral  Serv  ires 
liM.f 

(IJ  Pnsure  thdl  information  technology 
faolities  designated  h%  Federal  Ddta 
Prore'»*ing  Cer.prs  compl>  with  thr 
prorcdurev  p«lablish<  d  by  this 
ippendix 

(2)  fnsurp  that  provi^io  \%  rotisistpiil 
with  this  appendix  arp  int  luded  in 
mnlrd(  is  for  the  operation  of 
mfttrmdlion  terhmdogv  fat  ilitips  when 
arquinng  servirei  on  behiilf  tjf  an 
rfpfu  V 

Inipli'tm-n'  lur  Rrqiiin>mf  nit 
A.^nrrps  ii.ill  implenitnl  \h( 
priivt  if>n'  of  this  appendix  within  mi 
day^  f  f  fip  publK  rtlion  of  this  (  m  tiJdr 
Apr-  ,dix  III— Security  of  Federal 
AulMnated  Informalmn  Sv  sterns 

/',.r/>n  /  I  ni^  .i(),)Piiilix  r^t  tl)lishfs 
•'innim  *f  *  of  ( «.  •'■ols  Id  >)e  in<  !mii  j 


in  F-edeial  auiondted  mformdtton 
•vslems  security  programs  assigns 
responsibilities  for  the  security  of 
agency  eulomaied  informalion  systems 
and  clarifies  the  rehtionship  between 
such  agency  security  programs  and 
internal  control  systems  established  in 
accordance  with  0MB  Circular  N-«  A- 
123  Internal  Control  Systems  The 
appendix  revises  prcx^dures  fo-merly 
contained  m  Transmittal  Memorandum 
No  llo  0MB  Circular  No  A-71  now 
rescinded  and  incorporates  provisions 
f-om  applicable  national  security 
directives 
2  Def'nitiotis 

*  The  term  automated  mfcrmation 
s>slem  means  an  information  system 
(defined  in  s'-ction  6d  of  the  Circular) 
that  IS  automated 

b  The  term  information  lecftnology 
mslsllalton  means  one  nr  more 
romputpr  or  office  automation  systems 
including  related  telecommunications 
ppnpherai  and  slnrdge  units  central 
processing  units  and  operating  and 
support  system  software  Information 
technology  irj.%  latiuns  may  range  from 
information  'echn  .ogy  facilities  such  as 
l<«ige  centra'  zed  computer  centers  to 
individual  stand  alo.ie  microprocessors 
surh  ds  personal  computers 

r  The  term  senaitp  e  dalb  means 
ddlH  that  require  prolettion  due  to  the 
risk  or  magnitude  of  loss  or  harm  that 
f.ould  result  from  inadvtrlent  or 
deldwrale  disclosure  alteration  or 
destruction  of  the  data  The  term 
includes  records  atwut  indiv  iduats 
requiring  protection  under  the  Privacy 
Art  pro^  "Jarydata  and  data  rot 
releasable  under  the  Freedom  of 
Information  Act  ^   well  as  agency  data 
tnal  affect  the  agency  s  miss.on 

d  The  term  sensitive  application' 
means  an  application  of  information 
technology  that  requires  protect  <  i 
berHuse  il  processes  sensitive  darrt  or 
bpraiisp  01  tne  nsk  and  magnitude  of 
loss  or  ham  thst  could  result  from 
imprnppr  ^ppration  or  deliberatp 
manipLiation  of  the  application 

e  The  lerm    securily  specifications 
means  a  detailed  description  of  the 
^afegudrdo  required  to  prolert  a 
spnsttive  application 

3  Autnmaled  informal  ton  Sytiirnis 
Sf((irit\  Proiirams  Agencies  shall 
assure  an  adequsle  level  nf  sPLuril>  for 
all  rigen'-V  dutomaled  information 
s>8lems  whether  mnintdmed  'n  h  *■!  le 
or  (/)rr,merLiall>  Specifically  agr  ines 
shall 

-Assure  "hat  aulom  ited  informalion 
»>sl«  m%  operate  rfferlively  oikI 

•»(  f  lir.llply 

Asstirp  thdt  there  nrp  nppiopridlf 
•frhniri>l  pprsonnt !  ddministrdiive 
rnvironmpnlat  .ind 


lelecc  nmunicalions  safeguards  in 
automated  infonmalions  systens  and 
— Assure  the  continuity  of  operation  of 
automated  informanon  lysU  ms  thai 
support  critica'  agency  fupctions 
Agencies  shall  mplement  an  automated 
information  systems  secunt>  program 
incJudinij  the  preparation  of  policies 
standards  and  procedures  This 
program  wiil  be  consistent  with 
govemmentwide  policies  procedures 
and  standards  issued  by  the  Office  of 
Management  am  Rudjet  the 
Department  of  Commerce  the 
Department  of  Defense  the  General 
Services  Adminislration.  and  the  Office 
of  Personnel  Manag  nent  Agency 
programs  shall  at  a  minimum  include 
three  primary  elements  applications 
security,  personnel  security  and 
information  technology  installation 
security 

a  App}tcotion$  Security 
(1)  Management  Canlro/  Process  and 
Scnstttvtty  Evotuotton  Agencies  shall 
establish  a  management  control  pro'-ess 
to  assure  that  appropnate 
administrative  physical  and  technical 
safeguL-ds  are  incorporated  tnlo  all  new 
appliciians  and  into  sigmttcant 
modifications  to  existing  applications 
Management  officials  who  are  the 
primary  users  of  applications  should 
evaluate  the  sensitivity  of  new  or 
existing  applications  beinj  substantially 
modified  For  those  applications 
considered  sensitive,  the  management 
control  process  shall,  at  a  minimum 
include  security  spcifica lions  and 
design  reviews  and  systems  tests 

W]  Security  Specif icotioni  Agenues 
shall  define  and  approve  secunly 
requirements  and  specirications  pnor  lo 
acquinng  or  starting  formal 
development  of  the  applications  The 
results  of  nsk  analyses  performed  si  the 
informaMon  technology  installation 
where  the  applications  will  be 
processed  should  be  laken  mlo  account 
when  defining  and  approving  security 
specifications  fortha  applications  Other 
vulnerabilities  of  th  applications  such 
ss  m  telecommunications  links  shall 
also  be  considered  in  defining  securily 
require  Tie  I,  Is  The  views  and 
recommendations  of  the  information 
technology  user  organization,  the 
information  technology  installation  and 
the  individual  responsible  for  security  at 
the  installs  ,on  shall  be  considered  pnor 
lo  Ihe  approval  of  security  s^^'^iHcatiOns 
for  the  applirations 

(b)  Design  Htviews  ond System  "tet's 
Agpnries  shao  conduct  and  approve 
design  reviews  and  system  tests  pnor  ic 
piacmj^  the  application  inio  opera'  on  o 
fissure  Ihp  proposed  design  meets  the 
^^>prrJVl•d  spcuntv  specifications  The 
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(lb)'  Ltu  p  of  the  sv  St citi  tpsts  should  be 
to  \tTify  thdt  required  administrdtive 
tcthnifdl  and  ph>sic<il  safegudrds  are 
opprrf1i«nall>  ddequdte  The  results  of 
the  dt-siftn  review  i  drd     ste  n  lp»is 
sSdII  be  fuiiy  dorumented  dml 
mainldinpd  in  ihe  official  a^enry 
rc(  ords 

(l1  Certifit  ottufi  U  >on  completion  of 
the  s,<tpm  lesls  an  agency  official  shall 
Lertif>  ihdl  th*-  sv^tem  mpets  dll 
ripplxahic  Fcdprdl  policiei  rejju!-<*Kns 
dnd  standdrds  and  ihdl  the  results  uf 
ihc  teits  demonstrdle  thdt  the  installed 
sec  untv  safeKuord*  are  udequdlp  for  the 
dppIiCHtiun 

(2)  'Wiodic  Reytfw  ond 
Retir  ific.ition  Af{«'nr!«'s  shdll  tiindur! 
ppnodic  duditv  or  reviews  nf  sensitive 
applicdtions  dnd  rcLertify  ihp  adequdcv 
»f<ii'Luril>  safeguards  Audits  (K 
reviews  shell  evaluatptht'  adeijuary  of 
implpmenlpd  safeRuards  rfssure  thpy  are 
funLlioninR  properlv  identifv 
vulnprdbilities  thdt  could  heiRhli  r. 
^rpals  tu  seniilive  data  or  Valuabi(> 

•i"urcps  and  dsiist  wilh  ihp 
I  plementation  of  new  lafpguirds 
w'lere  required  Fhevarp  intended  to 
pr.  vidp  a  bans  for  r3rprtifir-<tion  nf  the 
«<'L~>   ,  )f  the  application 
RftiTlification  shall  be  fully 
do(  iimpnl«>d  dnd  maintained  11 
offic  )al  HgpnL>  ipcords  Audits  •> 
ri  vt«>ws  and  recertificationi  shall  he 
p«  rfr.rmt'd  at  ie^st  pvery  thrte  viars 
1  h«  >  shiiulfJ  hp  coniidprpd  ds  pa't  of 
«8i  n«  V  vuln«>rabililv  assessments  and 
irtenal  ronirol  reviews    tnduLled  in 
.H 1  orddOf  e  with  OMB  Circular  No  A- 
\Zi  Sec  urit\  or  nther  control 
weaknesses  idenlified  ihall  If  inf  luded 
in  the  .innudi  inli  rnal  control  aisuranre 
iett*-  ind  report  required  by  rrrcnUr 

No  ^ 

(If  On  tingviK  V  /VojK  Agen»  les  shsli 
i'»tai)liRh  policies  and  asstf^n 
r««sf»rinsib))itieB  tr>  assure  thnf 
rfpprnprMte  ri)ntinR»>nc\  plans  are 
dev  loppif  and  mamlnmed  by  pnd  usprii 
uf  irfdtm^linn  terhnnlojjj  appiicationi 
The  intent  nf  su(  h  plans  is  to  assure  that 
c  fid  users  « an  rontinne  In  perfnrm 
essential  fnnrtmns  in  the  event  their 
informalinn  terhn*ilogv  siippriri  i$ 
interrupted  Su«  h  plans  shr>uld  be 
fonsis'er'  with  disi9t>>r  rpc'iver)  and 
Lontmiiitv  «)f  operations  plans 
ma.ntiiined  bv  ihe  instflllati')n  where  ih'^ 
app!i(  Hlion  IS  processed 

i)  Pt  r\i't  rrl  Sp<  tint;  Agennrs  shall 
i  slabl.sh  and  msnage  prrsnnnc!  seruntV 
pftbt  If  y  aiul  prm  edures  for  srrreninfi  a)! 
individuals  parlu  ipattng  m  Ihedestftn 
d«v<[{ipment  opt  ralifin  fir  m.imteni'nce 
of  fedi  Tfll  nutnmalrd  -malinr 
svstem«  f  hr  Irvi'l  of  -     •  nnfj -Dj'j.rpd 
l>v  tSrse  prjii*  les  shrJuKl    ,!r\  frorn 
mir  m  i!  >-  hi  (      'rj  full  lia;  kKrutinil 


inMsligalions  depending  upon  the 
seniitiv  ity  of  the  ir.forinalion  to  he 
handled  and  ihe  nsk  and  magnitude  of 
loss  or  harm  that  could  be  cauie  J  h>  the 
individual  These  policies  shall  be 
eitdbliihed  for  both  Federal  and 
contraclor  personnel  Personnel  securilv 
polines  for  FeHeral  e  nplo>ees  »ha  he 
consistcnl  wilh  policiei  mued  by  the 
Office  of  ''erion  nel  Managemen  I 

L  Infjrmolion  Tfchno/ogv 
Jnstal  a tion  Security  Agenciei  ihali 
diiur^  lhal  an  appropriate  level  of 
St."'  ritv  IS  mainiained  a!  all  information 
te^r  nolovy  initailattoiii  opera  ed  by  or 
jn  beSalfof  the  Federal  go/emmeni 
(ejj       'mmenl  owned  ronfaclor 
operated  inslallalions) 

\\\  Assigning  Responsibility  Agenciea 
shall  aiiign  reipon^iLiility  for  the 
iiecur>ty  of  each  installation  to  a 
management  official  knowledgeable  in 
inf'jrmslion  lechnoloffy  aiidtecurit) 
malteri 

(2)  Penodtr  Risk  Analysis  Agenciei 
shall  ps.ablish  a  program  for  the 
conduct  of  periodic  riik  an3i>iei  a! 
each  installation  ic  ensure  that 
appropriate  cost  effective  safeguards 
are  incorporated  inio  exisling  and  new 
inBtaltdlions  The  ob}ective  of  a  nsk 
analviii  is  to  provide  a  measure  of  the 
relative  vulnerabttiliei  and  threats  to  an 
installation  so  lhal  security  resources 
canbe  effectively  diilnbuted  lo 
miniTiize  potentisl  loss  Riik  anHl>ies 
•nav  V  dry  frcm  an  informal  review  of  a 
microcomputer  mstiliation  lo  a  formal 
full>  Quantified  nsk  snalviis  of  a  large 
scale  computer  ayitem  Ther^iullsof 
these  analyses  ahould  be  documented 
and  taken  into  consideration  by 
management  officials  when  t.erlifying 
sens'tive  applications  lyslems 
pmcessed  a«  ihe  milallalion  Such 
snnlvi^i  should  I'lo  be  consulted 
dunngthe  'valuation  of  general  controls 
over  th.  -'unagemenl  of  information 
tp(linulog>  instailationa  conducted  in 
artnrdanrewith  OMB  Circular  No  A- 
i23  A  riik  analysis  shall  bt;  performed 

(a}  Prior  to  the  approva!  of  d^iign 
sper.f.rations  for  n^w  matallitioni 

f^j)  Whenever  a  signific^ant  change 
or ,  iirs  to  the  >nitailaticns  fe  g  adding  a 
lorai  area  network  cnanging  from  batch 
to  oni.ne  proceiiing  adding  dial  up 
rapabilitv)  Agency  cnteria  for  defining 
signifu  am  rhange  snail  be 
rnmmensurat^  with  the  •eniitivitv  of  the 
dala  processed  bv  the  facility 

[( 1  A»  periodic  intervale  established 
b>  the  agenr>  commensurate  with  Ihe 
sensitivity  of  th'  data  processed  hut  noi 
In  exceed  every  fti'  vpgrs  if  no  risk 
Analysts  has  liren  performed  dunng  ihnt 
pi  ri'id 

111  DistJitrr  ond  ( ,  'ntini,i!v  P!<,n 
Ajjonr  M  t  fihal)  mainiatti  dtsssier 


recoverv  and  conlinuit>  of  operations 
plana  for  all  information  technolog> 
mslallations  The  ob)ective  of  theie 
plana  ihould  be  to  provide  reasonable 
continuity  of  data  nroces'ing  iupport 
snould  evenii  occi    hat  prevent  normal 
operahonsal  the  .natalialion  For  large 
initallationi  the  plana  ihould  bp  fully 
documented  and  operationally  tealed 
per'cxiicaily  at  a  frequency 
'orrmensurate  with  the  nsk  and 
magnitude  of  lots  or  harm  thai  could 
result  from  diaruption  of  information 
ler'inology  iupport 

(4)  Acquisition  Specifications 
Agencies  shall  establiih  polictea  and 
resporsibilitiei  lo  aiiure  mat 
appropnaie  technical  adminiitrative 
phyaical  and  peragnnel -secunty 
requirements  are  included  in 
specificationa  for  ihe  aojutiition  or 
operation  of  inf<}rmation  technology 
inetailationi  equipment  aoflware  and 
related  aenficei  whether  pt  -cured  by 
Ihe  agency  or  by  GSA  These  security 
requirements  shsll  be  reviewed  and 
approved  by  tt**  management  official 
responsible  for  security  at  the 
installation  making  the  acquisition 

d  T'oining  Prograirs  for  Automated 
hiformation  Systems  Svcunty  Agenaea 
■hall  establish  a  security  awareness  and 
training  program  to  assure  ihit  agency 
and  conlraclor  personnel  involved  in  the 
managemer'    peration.  programming 
maintenanc:*:  'Jr  use  cf  mformatior 
technology  ire  iwire  of  their  secuniy 
respunsibilit  n  Inc*  know  how  lo  fu'nil 
Iheni  Users     information  technolof?v 
systems  sh''uld  be  appnsed  of  the 
vulnef  sbi'ities  of  such  lyit-ms  and 
trained  n  techniques  to  enhance 
secur  V 

4  Assignment  of  ReMponsibiJities 
.  Department  of  Commerce  The 
Secretary  of  Commerce  shall 

(]}  Develop  and  issue  slandardb  and 
guidelines  for  assunng  the  security  o' 
Federal  automated  informslion  systems 

(2)  f^vide  technical  assistance  to 
Federal  agencies  in  implementing  those 
standards  pnA  guideliner 

b  Depart  len' of  Defente  The 
Secretary  of  Defense  shall 

(1)  Acl  in  accordance  wilh  applicable 
national  security  directives,  ar 
executive  ageni  of  the  government  for 
the  securty  of  automated  information 
systems  thflt  pre  ess  information  the 
Irjss  of  which  coui '  adversely  sfTeci  ihe 
nat'onal  lecuniy  ini  'eii  imd 

(2)  f>rovide  tc-hnici.  matenal  and 
asBistsnce  to  Fet/eral  agencies 

( <inf  eming  securit>  of  Federal 
n\\\'^mn\tA  informal  un  systems 
n(  ludmg  flcquis'lio.i  und  use  of 
enrryplion  devices  approved  fjy  the 
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NaUoiuil  Secunly  Agency  for 
Clecommunicationi  lecunty 

c  General  Services  Administration 
The  Adminiilratorof  C  .neral  Servicei 
•hall 

(1)  iHue  pohciei  and  regulations  for 
the  phyitcai  and  environmental  lecunty 
of  computer  rooma  ir  Federal  buiidinga 
conantent  with  itandardi  tiiued  by  the 
DepartnienI  of  Commerce  and  the 
Department  of  Defenae 

(2)  Aaaure  that  agency  procurement 
requeatafor  conputera  toftware 
'elecommunicaliona  aervicei  and 
related  tervicfti  include  aecun'y 
requirementa  Dalegationa  of 
procurement  ■ulhonty  to  agendea  by 
CSA  under  mandatory  program*  dollar 
threihold  delega'iona  certincalion 
progrimi  or  other  ao-called  blanket 
delegitiona  ihall  mclur.e  requiremenu 
for  agency  apecincation  of  aecuniy 
requirementa 


13)  Aaaure  that  information  technology 
equipment,  aoftware.  computer  room 
conatruction.  guard  or  cuatodial 
aervicea,  telecommunication ■  aervicea. 
and  kny  other  related  aenncci  procured 
by  CSA  meet  the  aecunty  requirementa 
eatabliahed  and  ipecined  by  the  uaer 
agency  and  are  coni'iteni  with  o«her 
Applicable  poliaei  ond  itanuarda  iiiued 
by  0MB,  the  Department  of  Commerce 
the  Departr-enl  of  Defenae.  and  the 
O^ice  of  Peraonnel  Management 

<!  Office  of  Ptrsonnel M^tgement 
The  Director.  QfTice  of  Peraonnel 
Management,  ihall  ealabliah  peraonnel 
aecunty  polidea  for  Federal  peraonnel 
'  aaociated  with  the  dealgru 
programming,  operation,  mai>]tenance. 
or  ute  of  Federal  euiomaled  information 
■  itema  Requtramenta  fo>  peraoitnel 
checka  impoaed  by  theae  pohciea  ahould 
vary  commenaurate  with  the  nak  and 
magnitude  of  loaa  or  harm  that  could  be 
caused  by  the  individual  The  checka 


may  range  from  merely  normal 
reemployment  icreening  procedures  lo 
full  background  •nveatigatioiia 

5  ReportM  In  their  annual  internal 
control  report  lo  the  President  and  the 
Congreaa,  reqinred  under  0MB  Tirculbr 
No  A-123.  aganciCB  iha'l 

a  Deacnbe  any  matenal  weakneaaea 
identiHed  dunng  audita  or  review*  of 
aenaUive  applicatiotia  or  when 
conducting  nak  analvaes  of  tnatallationa 
and 

b  Provide  aMurancethal  there  la 
adequate  aecunty  of  agency  eulomated 
information  ayatema 
(FK  Doc  as-eit?  niad  3-14-«S  »45  am) 

|No«r  This  reprint  incorporalea  editorial 
correctiona  that  are  published  in  Iht 
Fa4arai  Raglalar  of  Thuraday  March  21. 
1965  ) 
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B.  CoMMENTO  OP  Representative  Glenn  English,  Chairman,  Gov- 
ernment Information,  Justice,  ant  Agriculture  SuBouMMrrrEE 
Regarding  Draft  Circular 


WMja  •  HUKKA.  W1K0I 


NINETV-NJNTM  COMGftCSS 

CongruB  of  tht  BmtuI  Starts 

tunc  IT  Kcpnsaiotftou 

oovimmim  mfor  avoh  jutnct,  and  aowculture 
riwcojMnTK 

  enm 

COMMITTH  ON  GOVEMMENT  Off  iATOf  Jfc 

WiWWHTOI ,  20ei> 


May  15.  1985 


Mr.  DouglaH  H.  Glnsburg 
Adralnlstre    r  foi  Iifo^iatlon 

and  Regulatory  Affaira 
Office  of  Kanageroent  and  Budget 
Washington.  D.O.  20  503 

Dca    Mr.  Glnsburg 

Thank  you  for  sending  me  a  copy  of  the  draft  0MB  circular 
on  the  management  of  federal  Information  resources.     I  have 
reviewed  the  draft  with  a  primary  focus  on  the  sections  that 
address  access  to  or  disclosure  of  ^nformatlon  and  on  the 
appendix  concerning  the  Privacy  Act  of  1974.     My  comments  are 
Unjlted  to  sections  7,  8  and  Appendix  i. 

Overall,  I  find  rhe  principles  set  out  in  the  c  rcular 
to  be  very  general  and  therefcie  very  difficult   to  ei.aluate 
in  the  aoetract.     There  Is  nothing  In  the  clr^jlar  that 
mcJlca-es  how  the  principles  would  be  applied  by  agencies  In 
practice  or  what  specific  programs  would  be  affected. 

I  believe  that  the  uncertainty  over  rhe  application  of 
the  inforoatlon  manacement  principles  la  a  major  cau^e  of  a 
good  deal  of  the  outcry  over  the  circular.  Someone  who 
relies  regularly  on  a  government  publication  can  find  nothing 
In  the  draft  that  consfltutes  reasonable  assurance  that  tr e 
publication  will  be  continued.  This  uncertainty  extends  to 
all  governoent  publication  pr'^grsms.  major  and  minor. 

cl  cular  it  alto  being  measured  against  the  background 
ot  t^nr  yt-ra  of  Reagan  Administration  cutbacks  in  information 
;>rograu^.  l.aitatlons  on  public  availability  of  goveriruent 
data,  anci  '-urtailment  of  access  to  government  oflicl  Is. 
Thtse  Inforaifttlon  res^irlctlons  have  gen  rated  continuing 
cuntroveray        U.oitoL  rilU  pnd  throughout  the  United  Sta'es. 
Many  fear  th«t  Lhe  c:^rcular  13  )'jsr  another  attempt  to 
1  .sr  Itut^  :,M^M/-  f^ov  tnmcnt  control  over  public  debate. 
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Mr.  Douglas  H.  Ginsburg 
May  15,  1985 


If  this  is  nor  the  intent  of  the  circular,  then  significant 
changes  will  be  needed  In  order  to  demonstrate  that  "management 
of  federal  information  resources"  is  not  simply  a  code  word 
for  additional  restrictions  on  the  availability  of  information 
to  the  public. 

My  specific  comments  are  contained  in  the  attachment  to 
this  letter.     In  working  on  the  revision  of  the  draft  circular, 
I  recommend  that  0MB  Identify  several  dozen  significant 
existing  or  planned  agency  information  disseminaf.f on  programs. 
0MB  should  evaluate  these  programs  according  to  the  standards 
proposed  in  the  circular.    I  believe  that  this  exercise  will 
sh<x^  that  theoe  standaros  cannot  be  applied  to  produce 
consistently  rational  results.    This  process  will  also  nexp 
In  the  formulation  of  more  meaningful  guidance. 

There  are  enough  difficult  issues  raised  but  not  resolved 
by  the  circular  to  warrant  a  complete  revision.    When  all  of 
the  comments  have  been  considered  and  the  circular  has  been 
rewritten,  I  recommend  most  strongly  that  the  revised  circular 
be  reissued  for  another  round  of  public  comments. 

If  you  have  any  questions  about  this  letter  or  my  comments, 
please  contact  Subcommittee  counsel  Robert  Gellman, 

Sincerely , 


Glenn  English 
Chairman 
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COMMENTS  OF  REP.  GLENN  ENGLISH.   CHAIRMAiJ.   SUBCOMMITTEE  ON 
GOVERNMENT  INFORMATION.  JUSTICE  AND  AGRICULTURE 

Drpft  0MB  Circular  on  Management  of  Federal 
Information  Resources.  50  Fed.  Reg.  10733  (Mar.  15.  1985) 


1  •  Basic  Considerations  and  Assumptions  (Section  7) 

The  circular's  basic  cons ld*»rat Ions  and  asstamptlons 
completely  fall  to  reflect  the  Importance,  value,  and  role  of 
Information,  and  especially  government  Information,  to  American 
democracy  and  to  American  society  In  general. 

Public  access  to  government  Information  Is  essential  to 
the  operation       a  democracy.    Infomed  public  debate  Is  the 
basis  of  our  form  oi  government  and  Is  the  bedrock  of  the 
First  Amendment  to  the  Const Itutloa.     These  values  are 
reflected  In  numerous  laws  guaianteelng  citizens  a  right  of 
access  to  government  Information,  such  as  the  Freedom  of 
Information  Act.  the  Government  In  the  Sunshine  Act.  and  the 
law  establls..lng  tne  Federal  Depository  Library  Program. 

Instead  of  a  clear  statement  of  .ue  of  government 

Information  to  the  American  system  of  government,  section 
7(c)  states  myoplcally:     "The  value  of  government  Information 
to  the  government  Is  solelv  a  function  of  the  degree  to  which 
the  Information  contributes  to  achieving  agencies*  missions." 

This  Is  an  accountant's  view       the  value  of  Information 
on  a  balance  sheet  rather  than  a  statement  of  the  Importaiice 
of  government  Information  to  a  democracy.    The  attitude 
reflected  In  section  7(c)  appears  to  be  the  same  one  that 
has  led  wh«  Reagan  Administration  to  propose  or  to  Implement 
so  many  restrictions  on  the  ability  of  citizens  to  learn 
what  the  government  is  doing. 

Some  general  recognition  of  the  imuortance  of  government 
Information  can  be  found  In  section  7(b).  wliich  st^ites  than 
government  Information  Is  a  valuable  resource  to  ♦"ne  government. 
CO  Its  citizens,  and  to  the  economy.    However,  ave.i  se^.tlon 
7(b)  contains  only  a  brief,  seven  vord  reference  to  the  value 
of  government  Information  to  citizens  ("provides  citizens 
with  knowledge  of  theij  society"). 

This  is  wholly  Inadequate  as  a't  aeknowledgenient  of  the 
multitude  of  waya  In  which  government  Information  Is  used 
today  by  the  Congress,  policy  analysts,  social  scientists, 
economists,  academics.     : searchers,  scbolars    and  others.  I*: 
contains  ..o  reference  at  all  to  the  use  of  Information  In  the 
political  process.    There  Is  no  statement  about  the  Importaiice 
of  Information  In  maintaining  the  account«ibillCy  of  government 
and  of  government  activities,  policies,  and  operations. 
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Section  7(f)  states  that  the  public's  right  to  access  to 
government  Information  must  be  protected.    As  recognition  of 
Che  need  to  preserve  access  tc  records  under  the  Freedom  of 
Information  Act,  this  provision  Is  adequate.    However,  It  Is 
not  a  substitute  for  an  acknowledgement  of  the  broader  uses  of 
government  information. 

Moreover,  the  FOIA  cannoc  always  be  relied  upon  to 
provide  a  complete  backstop  for  rhe  public's  need  for 
government  Information.     Agencjes  are  not  required  to  compile 
Information  In  order  to  respond  to  a  FOIA  request.     When  data 
is  maintained  In  a  computer  syst€jm,  for  example,  an  agency 
can  avoid  disclosure  by  rjiu^lng  to  reprogram  Its  computers 
to  provide  requested  data.     Thus,   Jn  the  absence  ot  some 
effective  dissemination  programs,  there  can  be  an  effective 
denial  of  access  notwithstanding  the  FOIA. 

The  circular  needs  to  state  that  public  disclosure  of 
govern^ient  information  Is  essential  to  the  operation  of  a 
democracy.     The  circular  needs  to  state  th  t  government 
Information  Is  a  valuable  resource  for  a  wide  range  of  users* 
The  circular  needs  to  state  that  governinent  information 
should  be  publicly  available  in  the  absence  of  an  Important 
public  or  private  Interest  in  secrecy. 

The  reason  why  explicit  recognition  of  all  of  the 
collateral  uses  of  government  information  is  so  Important 
can  be  found  in  section  7(d).     That  section  requires  that  the 
public  and  private  benefits  from  government  information  must 
exceed  the  public  and  private  costs  of  the  information.  The 
value  of  government  Information  programs  is  hard  to  evaluate 
through  any  simplistic  cost-benefit  standard, 

I  am  concerned  that  any  mechanical  cost-benefit  approach 
lo  information  nrograms  will  produce  Incomplete  and  misleading 
results,  and  I  i.-ecommend  that  section  7(d)  be  deleteo.  The 
costs  of  government  Information  are  relatively  easy  to  calculate 
but  the  benefits  are  much  harder  to  Identify  and  quantify. 
As  a  result,  there  will  be  an  Inherent  bias  against  ^nforraation 
programs  that  will  be  difficult  to  overcome. 

An  illustration  of  the  difficulty  of  evaluating  the 
value  of  the  benefits  that  result  fror  dloclosure  can  be 
found  in  the  experience  with  fee  waivtrs  under  the  FOIA. 
That  Act  requires  fee  waivers  when  disclosure  of  information 
is  in  the  public  interest  because  furnishing  the  information 
can  be  considered  as  primarily  benefiting  the  general  public. 
This  standard  has  been  a  constant  source  of  conflict,  and 
there  is  evidence  suggesting  that  Rome  agencies  deny  fee 
waivers  as  a  way  of  discouraging  requests  for  information 
that  the  agencies  prefer  to  withhold.    Institutionalizing  the 
evaluation  of  the  benefits  of  disclosure  is  likely  to  make 
the  problems  worse. 
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As  a  second-best  alternative  to  the  deletion  of  section 
7(d),  I  recoinmend  thcc  the  circular  Include  a  clearer,  stronger, 
and  more  complete  acknowledgement  of  the  wlHe  range  of  useh 
of  govrernment.    Section  7(h)  Is  a  step  1..  the  right  direction, 
but  more  need»  to  be  done. 

In  addition.   If  agencies  are  required  to  consider  costs 
and  benefits,  there  should  be  more  explicit  procedural 
requirements  to  ensure  that  all  benefits  are  Identified  and 
fairly  priced  before  any  programs  are  changed.     Even  the  fine 
words  of  sectJon  7(h)  provide  no  guidance  on  how  to  calculate 
the  benefits  of  an  "open  and  efficient  exchange  of  government 
scientific  and  technical  Infom^^tlon."    Agencies  should  be 
specifically  required  to  Identify  their  cost-benefit  methodology 
and  to  seek  and  ^on^lder  public  comments.     Ensuring  uniform 
methodology  and  pricing  of  benefits  Is  an  Issue  that  0MB  will 
have  to  confront  if  the  cost-benefit  approach  Is  retained. 


2.  Policies  (Section  8) 

Section  8(a)(1)  and  (3)  state  In  part  that  Information 
should  only  be  collected  when  necessary  to  achieve  agency 
mission  objectives.     The  collection  of  personal  Information 
Is  governed  by  the  Privacy  Act  of  1974.     Subsections  (e)(1) 
and  (e)(2)  of  the  Act  contain  Information  collection  and 
maintenance  limitations  that  differ  somewhat  from  —  but 
admittedly  do  not  conflict  with  --  the  provisions  of  sectlc 
8(a)(1)  and  (3)  cf  the  circular.    To  the  extent  that  these 
provisions  affect  collection  of  personal  Information,  It 
would  be  appropriate  to  revise  the  circular  so  that  Its 
langu.  ^,e  conforms  more  precisely  with  the  language  of  the 
Privacy  Act. 

Section  8(a)(2)  propose    that  agencies  seek  to  satisfy 
new  Information  needs  through  Interagency  sharing  of  information. 
Again,  the  Privacy  Act  imposes  some  limitations  both  on 
collection  and  disclosure  of  j/ersonal  information  by  agencies. 
See  subsection  (e)(2)  of  the  Privacy  Act  (providing  that 
Information  should  be  collected  to  the  greatest  extent  practACable 
from  the  subject  individual)  and  subsection  (b)(3)  (disclosures 
pursuant  to  routine  use).     The  limitations  of  the  Privacy  Act 
need  to  be  incorporated  in  the  cl  cular. 

Also,  there  is  a  suggestion  in  section  8(a)(2)  that 
commercial  sources  be  used  to  obtain  information.     To  the 
extent  that  this  applies  to  personal  Information,   it  needs  to 
be  reconsidered  in  light  of  Privacy  Act  collection  limitations. 
If  this  provision  is  retained  at  all,   it  needs  to  be  carefully 
qualified.     The  use  of  commercial  information  sources  in  the 
past  has  been  especially  controversial  (e.g.  IRS  use  of 
mailing  lists)  or  has  required  specific  authorizing  legislation 
(e.g.  the  Debt  Collection  Act  of  1982). 
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Seccion  8(a)(4)(D)  refers  Co  '^violacions  of  obllgaclons 
of  conf idenciallcy."    The  use  oi  the  word  "obligaclons"  here 
l8  unfortunately  antbiguous.     Ic  could  be  read  co  refer  etcher 
CO  a  scacucory  requiremenc  for  proceccion  of  conf idenciali Cy 
or  CO  an  ad  hoc  agency  comnlCinenc  Co  malncaln  conf  idenciali  cy. 
I'his  second  f ncerprecacion  is  pocencially  croublesone. 

Under  che  FOIA  and  ocher  laws,  scandards  for  confidencial 
creacaenc  of  propriecary  infomacion  are  escablished  by 
scacuce.    An  agency  does  noc  have  any  auchoricy  co  make 
agreenencs  Co  wichhold  informacion  noc  procectable  under  che 
scacucory  scandard.    Any  suggescion  chac  an  agency  can  make 
an  obligacion  of  conf idencialicy  chac  differs  from  che  law 
could  be  nislcading.     I  suggesc  chac  che  circular  delece  che 
words  "obligacions  of". 

Seccion  8(a)(5)  refers  co  providing  individuals  wLCh 
"reasonable  access  co'  records  consiscenc  wich  che  Privacy 
Acc.    An  individual  can  also  use  che  FOIA  co  obcain  access  co 
records  abouc  himself,  and  che  circular  should  reference  boch 
Aces  in  conneccion  wich  individual  access  righcs.    Also,  che 
use  of  che  qualifier  "reasonable"  here  is  puzzling.  There 
is  no  similar  qualif icacion  in  seccion  6(a)(6)  relating  co 
public  access  co  informacion  under  che  Freedom  of  Informacion 
Acc.     I  suggesc  chac  che  word  "reasonable"  be  deleced. 

Seccions  8(a)(8)  and  (9)  escablish  scandards  for  che 
disseminacion  of  governmenc  informacion  produces  and  services. 
This  is  probably  che  mosc  concroversial  pare  of  che  circular, 
and  ic  raises  more  quescions  chan  ic  answers.     Boch  seccions 
need  considerable  rechinking. 

Seccion  8(a)(8)  would  allow  disseminacion  of  governmenc 
information  produces  and  services  under  only  ewo  conditions. 
The  first  is  when  dissemination  is  "required  by  law".  This 
seems  unobjectionable,  but  what  doea  "required  by  law"  mean? 
For  example,  the  statute  creating  the  Department  of  Agriculture 
assigned  it  the  duty  of  acquiring  and  diffusing  among  the 
people  of  the  United  States  useful  information  on  subjects 
connected  with  agriculture  and  rural  development  (7  U.S.C. 
S2201).    Are  all  Agriculture  Department  information  programs 
required  by  law?    It  is  not  at  all  clear  from  the  circular  or 
from  the  statute. 

One  consequence  of  a  "required  by  law"  standard  will  be 
more  legislation  requiring  specific  dissemination  programs. 
If  a  statute  provides  the  only  "safe  harbor"  for  dissemination 
programs,  then  agencies  and  consumers  of  the  programs  will 
8eek  legislative  authorization.    If  these  attempts  are  successful 
—  and  some  will  result  in  new  statutes       it  will  be  mere 
difficult  in  the  future  to  review  dissemination  programs  at 
the  administrative  level. 
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The  second  circumstance  that  would  permit  a  government 
dissemination  program  is  when  disseminatioi   is  essential 
to  an  agency's  mission.    This  ptovision  is  very  troublesome. 
To  begin  with,  there  is  no  definition  of  "essential".  If 
Department  of  Agriculture  dissemination  programs  are  not 
considered  to  be  "required  by  law",  are  they  then  necessarily 
essential  to  the  agency' s  mission?    Is  it  possible  that 
dissemination  programs  under  7  U.S.C.  S2201  are  neither 
"required  by  law"  nor  "essential"?    Who  makes  the  judgment: 
the  agency  or  0MB? 

Even  if  essential,   the  circular  provides  an  agency  nay 
not  have  a  dissemination  program  if  siailar  products  or 
services  are  already  provided  by  other  government  or  private 
sector  organizations.    It  is  reasonable  to  prevent  agencies 
from  competing  unfairly  with  private  sector  information 
companies.    However,  the  crude  standard  proposed  in  the 
circular  Is  inadequate. 

A  private  sector  information  product  or  servic^  may  not, 
by  its  mere  existence,  fulfill  the  mission  of  an  agency. 
Suppose  a  private  sector  information  service  duplicates  an 
agency  service  but  at  a  price  thpt  is  much  higher  than  the 
agency  charges.    Will  a  private  sector  service  fulfill  the 
agency's  mission  if  few  of  the  agency's  clients  can  afford  to 
use  it?    Suppose  the  private  service  is  only  available  to 
those  with  the  capability  to  use  computer  terminals?  tn 
evaluating  a  potentially  duplicative  private  sector  service, 
should  an  agency  consider  the  price  of  the  service  and  the 
ability  of  some  users  to  access  it?    The  circular  offers  no 
guidance  on  this  point. 

Suppose  a  private  company  is  willing  to  provide  the  part 
of  an  information  service  that  has  a  sufficient  market  to 
generate  profits.     Should  an  agency  only  offer  the  improf itabie 
(but  still  essential)  service?    If  the  costs  of  providing 
partial  service  are  the  same  is  the  costs  of  a  more  complete 
service,  should  an  agency  still  defer  to  the  private  sector 
for  the  profitable  services?    As  the  market  for  informr-ion 
develops,  should  an  agency  change  its  service  to  accomodate 
the  changing  services  offered  by  private  companies? 

The  circular  would  also  prevent  an  agency  from  providing 
an  information  product  or  service  if  the  produc*"  or  s^^.vice 
"cou  d  reasonably  be  expected  to  be  provided"  by  others  in  the 
absence  of  an  agency  activity.    What  constitutes  a  reasonable 
expectation?    How  can  an  agency  be  expected  to  forego  a 
dissemination  program  that  is  .essential  to  its  mission  on  the 
grounds  that  someone  else  can  be  expected  to  provide  it? 
What  if  a  reasonable  expectation  turns  out  to  oe  wrong? 

Can  an  agency  consider  the  coat  and  difficulty  of 
restoring  Its  Information  program  If  a  private  Information 
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service  fails?    Many  private  information  services  that  are 
offered  are  dropped  if  a  sufficient  market  does  not  develop. 
FoiT  example,  a  recent  report  in  Business  Week  indicated  that 
a  record  number  of  public  data  bases  were  di8Continu<>d  i.  st 
ye*r. 

Should  the  same  standards  apply  to  both  existing  and 
proposed  agency  information  programs?    Is  it  reasonable  to  ask 
an  a^,ency  to  end  a  successful  disoemination  program  on  the 
representation  of  a  private  sector  company  that  it  will  offer 
a  duplicative  service  in  the  futureV    If  a  conpany  duplicates 
or  intends  to  duplicate  an  agency  service  in  part,  should  the 
agency  stop  offering  that  part  of  its  service? 

A  major  problem  wiuh  the  rules  for  agency  dissemination 
programs  is  that  the  goals  of  'ihe  circular  are  disjointed. 
One  goal  is  avoiding  government  competition  with  private 
sector  information  products  and  services.    Another  goal  is 
the  preservation  of  agency  information  programs  that  are 
essential  co  an  agency's  mission.    There  is  an  unstated 
assumption  that  any  private  sector  information  service  or 
product  that  duplicates  an  agency  service  or  product  will 
necessarily  fulfill  an  agency's  mission.    This  assumption  is 
unproved  and  will  certainly  be  wrong  in  n;any  Instances. 

Both  goals  are  reasonable,  but  the  approach  of  section 
8(a)(8)  is  too  crude.    The  circular  should  focus  on  the  terms 
of  competition  not  Just  the  existence  of  competition. 
Governmert  can  be  and  probably  should  be  discouraged  from 
competing  but,  in  many  cases,  the  governmc:nt  will  necessarily 
be  a  presence  in  an  information  market.     Even  the  circular 
I'ecognizes  tb-is.    Government  has  a  role,  and  it  can  provide 
the  benefits  of  competl  .on  if  it  is  prevented  from  competing 
unfairly.    A  more  realistic  goal  is  the  elimination  of  unfair 
competition  by  government  rather  than  the  elimination  of 
competition  totally. 

Also,  information  products  and  services  shoi'ld  not 
necessarily  be  lumped  together  and  treated  with  the  same 
standards.     Different  rulet.  might  well  apply  to  diff<>rent 
types  of  products  and  servlceb.     Dissemination  programs  might 
be  divided  into  components  and  agencies  might  be  discouraged 
from  offering  communications  or  value-added  services. 
Information  collection  and  compilation  might  continue  with 
fewer  restrict  ion 

Information  disseminated  on  pap^r  may  have  to  be  treated 
differently  than  information  disspminated  by  electronic 
means.     It  appears  that  electronic  data  sysf  jms  may  present: 
a  range  of  information  issues  that  are  considerably  different 
than  the  issues  presented  by  hard-copy  dissemination. 
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Also,  a  different  analysis  may  be  appropriate  for  existing 
products  and  services  than  for  proposed  new  products  and 
services.    Political  realities  certainly  suggest  that  It  Is 
easier  to  prevent  a  new  Information  system  from  being 
established  than  to  shut  down  a  system  that  has  an  entrenched 
set  of  employees  and  customers. 

It  Is  worth  observing  that  the  examples  (cited  In  the 
analysis  on  page  10735)  of  Information  not  suitable  for 
government  dissemination  systems  Include  Information  for 
which  there  Is  no  present  dissemination  program  and  which  Is 
either  trivial  or  of  Interest  to  an  extremely  narrow  group. 
0MB  avoided  the  hard  Issue  by  falling  to  provide  an  example 
of  an  existing  dissemination  program  that  falls  to  meet  the 
standards  of  the  clrculsr  and  should  accordingly  be  eliminated. 

Section  8(a)(9)  sets  several  general  standards  for  the 
dlssemlnstlon  of  government  Information  products  and  services 
that  pass  through  the  screen  of  section  8^a)(8).    Ore  ot 
these  standards  Is  cost  effectiveness  for  the  govornment;, 
"Including  placing  maximum  feasible  reliance  on  the  private 
sector  for  the  dissemination  of  products  or  servlcea." 

It  Is  not  entirely  clear  what  Is  meant  In  this  section 
by  cost  effective  or  whether  cost  ef fectlreness  will  necessarily 
be  consistent  with  maximum  reliance  on  t'.ie  private  sector. 
In  some  Instances,  the  most  cost  effective  program  will  be 
one  that  generates  the  most  revenues  ^rom  users.     But  a 
program  that  generates  the  most  reve.iues  for  the  government 
may  include  little  or  no  role  for  rne  private  sector.  This 
potential  Inconsistency  should  be  resolved  more  clearly  In 
the  circular  rather  than  left  to  the  agencies. 

Section  8(a)(9)(d)  requires  agencies  to  establish 
procedures  for  periodically  r-vlewlng  the  continued  need  for 
and  manner  of  dissemination  'jf  products  and  services.  These 
procedureu  need  to  be  spell ^id  out  In  more  detail.     I  recommend 
that  0MB  require  agencies       use  a  notice  and  comment  procedure 
prior  to  maklr.g  any  decision  to  terminate  a  dissemination 
program.    Notice  should  include  publication  In  the  Federal 
Register  as  well  as  specific  notification  to  known  subscribers, 
users  of  the  services    and  appioprlate  congressional  committees. 
It  would  also  be  appropriate  to  require  agencies  to  provide 
advance  notice  of  p* oposals  to  establish  new  dissemination 
systems. 

Agencies  facing  the  need  to  terminate  dissemination 
programs  because!  of  budget  cutbacks  should  allow  Inform'  *on 
users  to  have  a  stronger  voice  In  establishing  prlorltle, 
for  agency  puol Icatlons .    There  should  also  be  a  requirement 
that  agencl  s  provide  adequate  advance  notification  of  any 
actual  termination  decision  (In  addition  to  notice  prior  to 
making  s*j -h  a  decision).    As  the  frequency  of  publication 
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decreases,  the  amount  of  advance  notice  should  increase. 

The  notice  or  termination  will  allow  users  to  seek  new  sources 

and  potential  suppliers  to  consider  offering  new  services. 

Additionally,  I  think  that  the  dissemination  policy  in 
the  circular  fails  no  address  squarely  the  Federal  Depository 
Library  program.     This  program  is  a  cheap  and  effective  way 
of  making  government  publications  widely  available.  When 
publication  programs  are  terminated  because  of  the  policies 
in  the  circular,  there  will  be  nothing  to  replace  the  loss  to 
depository  libraries. 

There  is  also  a  need  to  confront  the  future  of  depOb 
librariea  in  an  age  where  more  and  more  information  is  mai.  ed 
electronically  in  data  bases.     If  these  data  bases  are  not 
made  available  in  some  fashion,  then  the  whole  depository 
libr^:ry  program  will  be  iindermined.    This  will  not  be  an  easy 
problem  to  solve,  and  I  do  not  believe  that  it  must  be  solved 
before  the  circular  is  finalized.     But  it  should  receive  some 
attention  soon. 

The  analysis  preceding  the  text  of  the  circular  urges 
increased  reliance  on  the  depository  library  program  as  an 
alternative  to  new  dissemination  programs.     Depository  libraries 
receive  copies  of  government  publications.     But  the  circular 
urgea  termination  of  government  dissemination  programa  and 
dissemination  is  defined  to  include  publication.  Thus, 
notwithstanding  the  advice  in  the  analysis,  the  circular's 
emphasis  on  reducing  dissemination  can  reduce  the  availability 
of  information  to  depository  librariea. 

There  are  several  other  points  relating  to  dissemination 
that  are  absent  from  the  circular.    First,  government 
information  policy  is  shaped  to  a  significant  degree  by  the 
values  reflected  in  the  First  Amendment  to  the  Constitution. 
Yet  the  First  Amendment  is  not  referenced  or  discussed  in  the 
section  on  basic  considerations  and  assitmptions. 

Second,  government  dissemination  programs  are  also  shaped 
to  a  significant  degree  by  the  statutory  prohibition  against 
the  copyright  of  information  by  the  government.    This  prohibition 
is  an  Important       though  not  well-recognized       element  ol  our 
openness  in  government  laws.    The  inability  of  government  to 
copyright  data  restricts  agencif^s  from  selling  information 
collected  at  taxpayer  expense  for  a  price  based  on  the  value 
of  the  information  or  the  cost  of  collection.    As  a  result, 
government  is  generally  only  able  to  charge  user  fees  that 
reflect  the  cost  of  dissemination.     The  effect  of  this  limitation 
on  governaent  control  over  its  own  information  is  important 
and  should  be  reflected  in  the  circular. 
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Third,  the  analysis  to  the  circular  discusses  at  several 
places  the  need  to  avoid  giving  contractors  monopoly  control 
over  government  information.     However,  this  very  important 
point  is  not  clearly  reflected  in  the  text  of  the  circular. 

3.  Implementation  of  the  Privacy  Act  (Appendix  I) 

The  appendix  proposes  to  eliminate  reports  required 
under  subsection  (o)  of  the  Privacy  Act  when  minor  changes 
are  made  to  systems  of  records.    The  concept  of  a  "minor 
change"  Is  not  included  in  the  Privacy  Act  Itself  and  appears 
in  this  appendix  for  the  first  time. 

I  am  not  sure  if  thij  limitation  on  the  reporting 
requirement  is  entirely  consistent  with  the  Act,  but  I  do  not 
have  any  objection  to  it.    However,  I  recommend  that  a  more 
comprehensive  list  of  exanples  of  "minor  changes"  be  included. 
Ideally,  the  list  of  minor  changes  in  the  definition  and  of 
major  changes  in  section  4(b)(1)  should  be  exhaustive.  I 
want  to  avoid  any  possibility  of  future  disputes  over  what 
types  of  changes  required  reports. 

The  review  of  contracts  subject  to  the  Privacy  Act  under 
subsection  (m)  is  an  excellent  idea.    However,  If  OiJv  a 
random  sample  of  contracts  is  to  be  revle* ed,  I  recjmmend  that 
it  be  done  more  frequently  than  every  five  years.    There  has 
been  little  oversight  of  subsection  (m) ,  and  I  think  that  a 
reviw  every  two  yea^s  --  especially  if  done  by  random 
sample       would  not  be  too  burdensome. 

I  applaud  the  requirement  that  routine  uses  be  reviewed 
periodically.    I  suggest  that  agencies  be  required  to  conduct 
the  first  review  imeiodiately.    It  would  also  be  nice  If  the 
review  were  acccmpanied  by  more  specific  guidance  from  0MB  on 
just  what  constitutes  a  routine  use.    This  guidance  is  long 
overdue.    See  Committee  on  Government  Operation j.  Who  Cares 
About  Privacy?    Oversight  of  the  Privacy  Act  of  1974  by  the 
Office  of  Management  and  Budget  and  by  uhe  Con&iess,  H.R.  Rep. 


The  requirement  for  a  review  of  Privacy  Act  cases 
involving  civil  or  criminal  liability  is  also  good.  However, 
since  findings  of  either  civil  or  criminal  liability  under  the 
Privacy  Act  are  rare  enough,  I  would  recommend  that  the 
review  be  conducted  immediately  after  a  case  is  lost  by  the 
government  rather  than  annually.    There  is  no  reason  to  allow 
identified  problems  to  fester  any  longer  tb-^n  is  necessary. 


98-455  (1983). 
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MANAGEMENT  OF  FEDERAL  INFORHATION  RESOORCESi 
A  GENERAL  CPITIQUE  OF  THE  HARCH  1985  0MB  DRAFT  CltCDLAR— 
HATTERS  OF  POSSIBLE  CONGRESSIONAL  OON^IDERATION 

INTRODUCTION 

On  M«rch  15,  1985,  th«  Office  of  Managmat  cod  Budget  (ONB)  publlthttd  • 
dr«f t  circular  1/  th«  purpot*  of  vhlch  m  "to  provide  •  g«a«r«I  fmswork  for 
■Afugmnt  of  Ftdtrtl  Infonttlon  r««ourc««."  1/    OMB  r«qiMct«d  th«C  cxnmmtxf 
•ad  tuggMtlons  fros  th«  public  rtgtrdlag  this  circular  b«  tubalttcd  no  Utter 
than  Mar  l^i  1985.    After  rtctlvlng  such  coaMott,  OMB  will  coaaldar  rcvlalcg 
tha  circular  and  elthar  republlahlag  It  for  additional  coMant  or  Icaulng  It  la 
final  form. 

Certain  operative  OMB  circulars  were  updeted  end  combined  Iti  the  text  of 
tha  draft  clrculer.    The  propoeel  eleo  detelled  OMB  euthorlty  over  ell  Inforsatlott- 
gecherlng  ef forte  by  Faderel  agenclee.    Aa  recent  pre^e  accounte  have  Indlceted, 
both  tha  apeclflcetlon  of  thle  euthorlty  end  the  Inpllcatlone  of  Ite  ezerclee 
heve  provokad  coneldereble  controverey-  V    Supportere  of  the  dreft  circular 
contend  that  fcilllone  of  dollera  could  be  seved  th *ough  OMB  reguletlon  of 
the  unneceeaery  getharlng  end  dleeealnetlon  of  Information.    Oppcnanta  ergua 
that  the  \ilue  of  goveroaent  Information  cannot  be  naeeured  by  Ite  coet  elone, 
thet  certeln  civic  valuas  ere  earved  by  tuch  Information,  and  that  llmlte 
on  Ite  flow  ralght  well  reeult  In  e  reduction  of  government  accounteblllty. 


y    Faderel  Register,  v.  50 »  March  15,  1985,  p.  1073^-10747. 
2J    Ibid.,  p.  10734 

3/    Sea  Martin  Tolchln.    U.S.  Plane  Cut  In  Date  Collection  and  Dletrlbutlon. 
New  York  Tlmee,  Herch  31,  1985,  p.  I,  26;  Keith  B.  Rlchburg.    OMS  Seeka 
Reetrlc clone  on  Agency  Studies.    Weohlngton  Poet,  April  26,  19C5,  p  A21. 
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Aa  anAlytical  •valustioa  of  OMB*a  draft  circular  oo  tha  MaafaMat  of 
Fadaral  lafonatioa  raaourcaa  la  aada  difficult  for  two  raaaooa.    Firat»  tha 
policy  cooaidaratiooa  aat  out  In  tha  circular  ara  vary  gauaral  aod»  tharafora» 
difficult  to  aaaaaa.    SacoQd»  thara  ia  littla  ia  tha  circular  to  iodicata 
hov  tha  policy  cooaidaratiooa  would  ba  appliad  in  practica  or  What  apacif ic 
prograas  would  ha  affactad.    Thua,  analyaia  of  tha  draft  circular  aacacaarilj 
cAonot  ba  datailad^    Aftar  providing  aoM  background  informfitiou  oo  tha 
davalopMnt  of  tha  0KB  propoaal»  thia  critiqoa  axaaloaa  tha  way  tha  currant  draft 
addraaaaa  four  iaaua  arata^    t*Mral  ■■naga«ant»  public  accaia  to  goTomai  z 
infomatioa^  paraooal  ^^ivacy^  and  iafonatioa  afatana  and  tachnology  aaniigaaaat* 
and  raiaaa  9omm  iaauaa  and  quaationa  for  furthar  conaMaratioa. 


In  Saptaabar  1983 »  tha  Offica  of  Nanagaaant  and  Budgat  announcad  that 
it  waa  planning  to  raviaa  and  conaolidaca  tha  following  four  oparatiya  circular* 
into  a  aingla  dlractiva  daaling  with  tha  aaang«*rat  of  Fadaral  inforaation 


"Raaponaibilitiaa  for  tha  Ateiniatrntion  and  Haaagaaant 
of  Autoaatic  Data  Procaaaing  ActiTitiaa'  (including 
Tranaaittal  Maaoraadua  Ho.  1  to  Cf.rcular  A-71  'Sacuritj 
of  Fadaral  Autoaatad  laforaatioa  Sjataaa') 

A-90    'Cooparatiag  with  Stata  and  Local  Govamaanta  to 
Coordinata  and  laprova  laforaatioa  Syataaa' 

A-X06  'taaponaibilitiaa  for  tha  Halntananca  of  tacorda 
about  ladividuala  hj  Fadaral  Agaaciaa' 

A->121  'Coat  Accounting^  Coat  tacovarf»  aad  Intaraganey 
Sharing  of  Data  Procaaalag  Facilitiaa'  4/ 


4/    Fadaral  Ragiat«r»  v.  48 »  Saptaabar  12 »  1983 »  p.  40964^0965. 
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Xa  its  aotlca,  OHB  Mid  it  jot  oalj  vithmd  "to  •ollclt  public  oa 
r«TUloa  and  conaolldatloo  of  Mttart  coT«r*d  la  tb*  four  nlstlag  Circulars," 
but  also  aought  "cnaaanta  oo  hov  and  wbathar  tha  aaw  Circular  should  ba  broadanad 
ao  chat  clM  cooaolldatad  product  will  ba  fallr  raprasaotatlva  of  Fadaral 
loforaatloo  aaaasaaaat  poUcj."  V    OHB  of  farad  slxtaaa  iaauaa  In  Its  notlca 
vhlch  vara  "lotandad  to  ba  auggastlva  of  tha  klods  of  qoastlooa  It  aaj  ba 
approprlata  to  addraaa  In  a  poUcj  diractlva,  to  ancouraga  dlacussloo  and  to 
stlaulata  uni—aiiilst Inns  for  othar  Issoa  araaa  that  sight  bo  coosldazad." 
Thasa  Inclvdad  tha  follovltts  Itasst 

1*    GanarsI  Prlnclplas  of  Inforaatlon  Raaourcaa  NaoagsMnt. 

2.  CoapatltloQ  with  tha  Frlvata  Sactor. 

3.  InforaatloQ  Frocasslng  Standarda 

4.  Intar-Agaocy  Sharing  of  Data  Frocasslng  Facllltlas;  Accaaa 
to  AltamatlTa  Facllltlas. 

5.  Coat  Accounting  Ptocaduraa  for  Data  Processing. 

6.  Laaat  Ovarsll  Systaas  Llfa  Coat> 

7.  Usar  Chargas  for  Infomatlon  Products  snd  Ssrvlcaa. 

8.  Softvsra  Kanagaaant. 

9.  Long^Ranga  Planning  Procass* 

10.  Microcomputar  Tachnology,  End-User  ooaiutln^j  and  Office 
Autoaatlon. 

II  •  Information  Tmahnologj  for  Dsts  Collection. 

12.  Security  of  AutoMted  Inforaatlon  Syateas. 

13.  Malncenancs  of  Records  about  Individuals. 

14.  Halntsnsncs  of  Fedsral  Records. 

15.  Roles  of  Suppllsrs,  Coasuiaers,  and  Hanage''s  of  Information 
Techno logy < 


5/    Ibid.,  p.  40964. 
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16.    Avoiding  3«Tiloptttot  of  Rtdundaot  AdBlnlttrtlvt  and  MaiugtMiit 
SytmM,  6/ 


Followlos  tht  HovMbor  14,  1983  dtadllM  for  rcapoosoo  to  Ito  notlca. 


ONB  prap«rod  a 


ity  ooflvsla  of  thr  a 


tDti  rocclTtd  froA  !3  raapoodanta. 


•Boag  which  wiro  14  Fadarol  agandtt,  18  librarlM  and  unlTtraltlaa,  and  21 
Msbara  of  tba  public.  TJ   Thla  analyala  waa  aubiaquantly  dlatrlbatad  to  aanlor 
offldala  harlng  raapooalblllty  for  aaaftgaaant  of  Infonatlon  raaourcaa  vlthln 
tha  aiacutlva  branch. 

According  to  tha  0MB  auaaary,  thraa  of  tha  alstaan  laauaa  for  vhlch  co—ant 
waa  aolldtad  '*racalYad  tha  Majority  of  raaponaac  and  craa^ad  tha  aoat  controvarar*'* 
Thaaa  wara  '*6anaral  Prlndplaa  of  Infonatlon  Ratourcaa  Managaaant,"  '*Caapatltion 
vtth  tha  Prlvata  Sactor,"*  and  '*Uaar  Chargaa  for  Xnfonutlon  Producta  ao*^  Sarrlcaa." 
Sach  la  dlacuaaad  brlafly  balow. 

Canaral  Prlndplaa 

Tha  prlndpla  that  "*  Info  nation  la  not  a  fraa  good  but  a  raaourca  of  aubatantlal 
acoaoaic  Talua  and  ahouXd  ba  nraatad  aa  auch,"*  according  to  tha  OMB  rMorandua, 
'*draw  atrong  raactlona  froA  tha  tmlvaralty  and  library  coMunlty.'*   Thaaa  coManta, 
OHB  atraaaai,  '*carrlad  tha  aaaa  thraadt  tha  faar  that  auch  a  policy  aaphaalalng 
aach  a  prlndpla  would  raatrlct  tha  fraa  flow  of  Infonatlon  In  thla  country..'*  9/ 


6/    Ibid.,  p*  40964-4096S. 

7/    O.S.    Off  lea  of  Maaagasant  and  Budgat.    Off  lea  of  Infonatlon  and 
tagulatory  Affalra*    inforaatlon  Policy  Branch.    Anmlyala  of  Public  CoHMnta 
to  fadaral  Uglatar.    Not  lea  of  Saptaabar  12,  1983.    waahlngton,  1984. 
(Raraaftar  dtad  aa  0MB  Analyala] 

8/    O.S.    Off  lea  of  Managaaant  and  Budgat*    Ha«orandua  for  Sanlor  Offldala 
for  Inforaatlon  Raaourcaa  Managaaant,  from  Chrlatophar  DaHuth*  Adslnlatrator 
for  Infoc«£tlon  and  Ri«ulatory  Affalra,  Jan.  27,  1984.    Uaahlngton,  1984. 

9/    ONB  AnalyalJ,  p.  2. 
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Coap»tltion  With  thm  Privt«  Stctor 

"Most  ooHMDCora,"  0MB  oottd,  "rscogaiia  the  ntad  to  Mtabiiah  •  btlaaca 
bctUMo  tht  public  and  ptlvats  Mccort  to  tvoid  coapctitioo  whila  aiuttriiif  that 
•ociatj**  isforaatioo  naad^  ara  Mt."   0MB  Circulat  lAich  ma  not  iacludad 

in  tha  initial  ravialoa  and  oaaolidatioa  affort,  praacribaa  policy  undar  which 
tha  radaral  Gora^nMnt  ahall  not  coapata  unfairly  with  tha  privata  aactor  ia  tha 
acqulaition  of  gooda  and  aarricaa  for  ita  uaa. 

Nonathalaaa,  accordinii  to  tha  0MB  anaXyaia,  coaMaCa  on  thif*  point  raflactad 

appoaing  poaitiona.    Tha  information  Indoatry  Aaaociatlon,  rapr^aanCins  a  larsa 

ttuabar  of  privata  Inforaation  coapanlaa,  urgad  that  tha  naw  circular  auppleaant 

A-76  bacauaa  it  vaa  "concarnad  that  govamnon^  aganciaa  hava  attaaptad  or  will 

attaapt  to  rapackaga  ioforaatioe  theaaalvaa  in  naw  foma  or  fonata  'nd  ^rovida 

information  aarricaa  to  tha  public  in  diract  coapatitlon  with  coaaarcial  vandora 

and  davalopara."  10/    By  contraat,  "Library  and  univeraity  raapoodanta , '  tha  OHB 

analyaia  aaid,  'caution  that  tha  privata  aector  role  should  not  ba  ovaraaphaaisad 

to  tha  datriaant  of  tha  public* a  'ri^ht  to  know*  nor  do  they  belieya  that  profit 

by  tha  privata  aector  ahould  ba  aada  at  tha  public* a  expenae."  11^/    A  middle 

ground  poaition  vaa  taken  by  Federal  agenciee* 

Federal  agenciee  do  not  eupport  Including  Information  aervices 
in  Circular  A-76  where  eaphaeia  ie  totelly  on  econoaice.  Guidelinee 
ehould  fully  eddreee  the  concept  of  'public  goode;'  that  auch 
information  while  not  free  ehould  ba  wholly  or  partially  underwritten 
ae  e  public  inveetaant  end  coanon  good.    Severel  reflect  the  view 
that  the  Federal  Govemaant  ie  not  coapating  unfairly  with  the 
prirete  eector — rather  thay  ere  etinuleting  it-*eince  the  latter 
can  take  freely  dleeeainated  information  and  ti^rn  thia  reeource  into 
eubetantial  gein.    The  govemaentally  dieeemlnated  information  thua 
protect e  the  public  good  by  eneuring  equal  acceee,  while  allowing 
value*edded  coaaerciel  applicetion.  12/ 


10/  Ibid.,  v..  3. 
W  Ibid.,  p.  5. 
12/  Ibid. 
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Comaots  fro«  th«  laforMtloo  loduitry  Atsoclstloo  sad  lodlvldual  loforastloo 

comp^aUu  ladle* tad,  sccordlQl  to  0KB,  "thtt  tht  iov«iraMot  g«o«r«llT  ought  not 

to  off«r  Infonatloo  products  and  Mnrlc««  In  the  urkstpUcc,  but  if  It  do«s. 

It  should  set  prlcM  Id  •  uoosr  that  dl«lolsh««  coapatltlon  irlth  t'ls  prlvsts 

Mctor*"  13/    It        th«  coossosus  of  coMotors  other  than  tha  prlvf'-a  InfotMtlon 

co«panlaa  "that  uaer  chargaa  for  goTamaant  Information  producta  and  aatrlcaa 

ahould  not  ba  artificially  inflatsd  to  aarkat  valua."    Thasa  chargaa,  it  waa 

fait,  'should  Incluua  only  thoas  costa  Incurrad  by  tha  govaroaant  ovsr  and 

abova  tha  govanwant'a  own  raqulraaanta  (l.a.,  reproduction  and/ir  accass 

coata)»  and  ahould  not  Includa  eras t Ion  costa  Incurrad  In  fulfllliMnt  of  an 

igancy's  mission— particularly  In  tha  casa  of  dlssaalnatlng  aclantiflc  sad 

technical  Inforaatton. "  14/ 

StlP  another  sat  of  views  wes  suoaierised  in  the  following  paragraph 

froa  the  0MB  suoaary  enalysls: 

Fadsrel  agency  tnought  Is  reflected  In  Interior's  steteaent 
thet  e  policy  on  ussr  chergee  should  consider  the  feet  that  aany 
Inforaatlon  products  and  sarvlcse  era  both  public  and  private*  gooda. 
Bealc  reaeerch  activities,  unleee  requested  end  peld  for  by  apadflc 
cl.lantala,  usually  can  be  conaldered  public  ^ode.  Consequently, 
tha  costs  of  such  ectlvltles  should  ba,  end  gcnerellr  ere,  covered 
by  appropriated  funda,.  not  by  user  charges.    In  contreat, 
reproduced  Inforaatlon  producta.  Including  expert  aarvlcea  (If 
directly  requested),  usually  have  the  ettrlbutea  of  private  gooda 
and  could  ba  aanagad  like  a  prlvete  sector  business*    This  would 
require  governaent  agenclee  supplying  Inforaatlon  products  to 
cherge  e  price  to  specific  clientele  thet  would  recover  i:he  full 
coets  of  reproduction  and  distribution*    In  other  caaae,  such  as 
tha  provision  of  reprctuced  Inforaatlon  producta  to  depository 
llbrsrles,  governaent  Inforaetlon  Is  being  provided  to  naet  e 
general  public  need,  end  tha  epproprlete  cherge,  consistent  with 
current  public  finance  concepta,  la  saro.  15/ 


ly  Ibid.,  p.  5. 
14/  Ibid.,  p.  6. 
15/  Ibid. 
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Finally^  th«  OHB  •ntlyi*  Inolcatad  that  th«  public  llbr«.rr  and  unUarslty 
coBbualty  feared  that  tha  "Inflatad  coata  for  govarnoant  laforoutloa  producta 
and  aarflc^a  vould  raatrlct  lafonutlon  to  thoaa  vho  rac  afford  It."  16^/ 

After  reviewing  theae  nattera  of  dlaparata  aad  aherply  conflicting  opinion, 
tha  0MB  anal ya la  dlacueeed  other  Ifeui  Ita  a  and  coaaante  aada  regarding  thaa. 
Subaaquantly,  tha  draft  Federal  Inforaatlon  reaourcea  nanageaant  clrcu*  * 
efiargad  ttom  Uheaa  conaldaratlona  and  vaa  publlahed  on  March  IS,  1985,  for 
public  coaaant. 


16/    Ibid.,  p.  -f. 


BEST  COPY  AVAJUBLE 


486 


CRITIQOE  0?  Tffl  1985  DRAFT  CIRCULAa 


GSWKRAL  H'ililGKMKKT 


Tht  cooctpt  of  "Information  rttourctt  ■antstMnt"  ctn  be  tractd  to  th« 

Coaclsslon  oa  Fadsril  p«p«rvork»  •  tMporsry  amt'onal  advltory  paa«l  cr«ct«d 

In  1974  to  "•tvdj  «nd  InTsstlgsts  •tttuttt»  pollcl««,  rul«»,  r«sul«tlon«» 

proc«dur^«,  «n.  pr«ctlc««  of  the  r«<i«r«l  GoTsrnaeat  rslstlns  to  lofonatloa 

Sath«rlas»  procsMlng*  and  dl«Malnatlon»  and  th«  aanassMnt  and  control 

cf  th-^aa  Information  actlvltlaa."  X7/   Tha  Paparwork  Conlaalon  laauad  a 

aeriaa  if  rcporta»  Including  ona  publlahad  In  197'  concamlnc  Information 

raaourcea  managamant.    Tha  following  paragrapha  from  that  raport  provlda  an 

undaratandlog  of  thla  naw  concapt. 

A  aubatantlal  amount  of  Fadaral  paparvork  can  ba  laid  at  tha 
door  of  uuplanna4»  uacoordlnatad  and  unavaluatad  raqulramanta. 
Info^^tlon»  and  ccnaaquantly  paparwork,  la  aaally  abuaad  bacauaa 
offlclala  can  collact»  hoard  and  prollfarata  It  with  Impunity 
aa  coata  ara  hlddan  In  program  and  orarhcad  acoounta.    Tha  blggaat 
coat  of  all»  tha  dlract  cort  to  tha  cltlzan  r«fpondanta»  doaa  not 
avan  ahow  up  In  tha  account a* 

TiMa  tha  raal  culprit  of  tha  papanrork  burdan  la  mlamanagamant 
of  information  raaourcaa.    Gcvammant  haa  tandad  to  ragard  Information 
aa  a  ralatival/  fraa  and  Umltlaaa  commodity.  Ilka  air  and  aunahlna, 
alaply  oura  for  tha  aaklng.    Wa  muat  raallca»  whara  w.*  hava  not 
already  dona  ao»  that  thla  la  not  tha  caaa.    Information  la  a  vital 
raaourca  to  tha  public  and  prlvata  antarprlaa  allka.    Moraovar»  It 
la  a  raaourca  In  llmltad  aupply»  oftan  coacly  to  locata»  attract  and 
raflaa.    It  axlata  In  a  varlaty  of  raw  forma  (data),  and  m^iy  or  may 
not  b«  coat-afflclant  to  acqulra  and  dallvar.    Llka  Ita  mlnaral 
raaourca  countarpart»  xt      ^-oatlmaa  not  aa  valuabla  aa  wa  may  think. 


17/    83  Stat.  1789. 
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Kaajtnact  in  Indcatrj  or  fovaniMiat  rtquiraa  th«  cartful 
coa«ld«ratioa  and  Ml«ctioa  of  th«  teat  mix  of  mourctt  and  toolt 
«'ro«  th«  vlda  arraj  umallj  avallabla.    For  «mpla,  whan  a  prograa 
■aaagar  daeldaa  to  mploj  a  quaatlonaalra  la  Uau  of  othar  Mthoda 
to  collact  lafonatioa,  ha  la  Mklng  a  raaoarca  dadalon.    Tha  daclaloa 
to  aaploy  aanual,  papamork-intafialTa  •athoda— InvoUlng  aotetaatlal 
racordkaapluf  aod  raportlng  raqulra»anta  ratbar  thaa  coaputar- 
Intaaalva  wtboda^la  not  uollka  tha  daclalon  to  uaa  ataal  ratbar 
than  pourad  coocrata. 

11atorle«ll7t         *  taaourca  la  Idaatlflad,  a  aanagaMat 
fu&  clon  baa  baaa  aatabllahad  to  daal  irlth  tha  problaa.  OfflcUla 
In  charga  of  aanagaaaat  fonctloa  plannady  prograaMd,  budgatad, 
accouQtad  for,  audltad  and  avaluatad  tha  raaourea  according  to 
praacrlbad  prlnclplaa  and  practlcaa.    That  aat  of  prlnclpUa  and 
practlcaa  (a  body  of  doctrlna)  If  callad  raaoarca  aanata— nt >  For 
data  and  Infonatlon  raaourcaa,  no  eaatral,  cohaa!T«  body^  doctrlna 
axlata  today;  thara  1^  not  avan  good  laforaatlon,  advlca  or 
guJdaaca  to  of  far  top  Mnaganant*  18/ 

Whan  Congraaa  laglaUtad  tha  Papamork  taductloa  Act  la  1980,  tha  managaMnt 
of  InforMtlon  raaourcaa  waa  addraaaad  prlaarlly  la  aactloa  3504  of  tha  atatuta 
which  vaatad  In  tha  Dlractor  of  OHB  a  nunbar  of  partlaaat  dutlaa  and 
raapoaalbllltlaa.  19/   Tha  draft  0MB  circular  cltaa  thla  aactloa  of  tha  law  and 
would  glvn  tha  Dlractor  authority  to 

davalop  and  ^tplaMat  unlfom  and  coaalataat  InfotMtloa  raaourcaa 
aaoagaMat  polldaa;  ovaraaa  tha  davalopMat  aad  prowota  tha  uaa 
of  InforMtloa  nanagaaant  prlnclplaa,  atandarda,  and  guldallnaa; 
evaluata  agaary  laforaatloa  aanagaMat  practlcaa  la  ordar  to 
detanlaa  thalr  adequacy  and  affldaacy;  and  datanlna  conpllaaca 
of  auch  practlcaa  with  tha  poUclaa,  prladplaa,  atandarda,  aad 
guldallaea  pronulgatad  by  tha  Dlractor.  20/ 

In  naay  ragarda,  OMB'a  draft  circular  oa  Fidaral  laforaatloa  rasourcaa 

nanagaarat  la  a  broad,  ganaral  policy  atatanaat  Hplaaaatlrtg  aactloa  3504  of 

tha  Paparwork  Raductlon  Act,  conalatant  with  othar  aactiona  of  that  atatuta 


18/  U.S.  Caoalialoa  on  Fadaral  Paparwork.  Ia£ornatl<  n  Raaourcaa 
Waahlagtoa,  Septamter  9,  19/7,  p.  12-13. 

19/    S    SUt.  2812,  2815-1818;  44  U.S.C.  3504. 

20/    Fadaral  Raglatar,  v,  50,  March  15,  1985,  p.  10734,  10738. 
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And  othtr  Author Ititt  dtttd  in  th«  draft  circular,  VlJ   By  •xplldt  clt«tlon, 


th«  NAtlonal  Sclcnca  and  Tcchiioloty  Poller ■  Org<iils«tloa  and  Priorities  Act,  23/ 
tiM  P«d«rol  tacordt  Act,  24/  and  lf«tlon«I  Stcurlty  Dacltloo  Dlrsctlvo  U5 
couctrnlos  *ll«tl^iul  Poller  on  Toloc  n— irilcmtlom  oad  Autowtad  loforMtloa 
SrttMit  Sacurltr**  25/ 

Tha  pollclM  txprottttd  In  tho  draft  circular  "apply  to  tha  Infonatfan 
actlvltlaa  of  all  aganclaa  of  tha  axacutlva  branch  of  tha  Padaral  GOT^irnMat*'  26/ 
axdudlni  Indapandant  xagulatory  agandaa  and  tha  Bxacutlva  Offlca  of  tha 
Praaldent  with  tha  axcaptloo  of  0MB  and  tha  Offlca  of  Adslnlatratlon.  27/    0MB 'a 
introduction  to  tha  draft  circular  Indlcataa  that  tha  pollcl«a  Ic  axpraaaaa 
darlTa  froa  "atatutaa  or  laglalatlva  hlatory,  or  rapraaanc  axacutlva  branch 
■anafaaant  phlloaophy.'*  28/   Dua  to  tha  broad  acopa  and  t>Q«ral  natura  of 
tha  draft  circular,  aa  wall  aa  tha  aannar  In  which  It  waa  foraolatad,  at 


21/    Ibid.,  p.  10738;  thaaa  authorltlaft  Includa  tha  Privacy  Act  (5  U.S.C 
552a>,  tha  ^«  ^ral  Proparty  and  Adalnlatr»clTa  Sanrlcaa  Act  (40  U.S.C.  759), 
tha  Budgat  and  Accounting  Act  (31  0.3. C.  11),  and  B.O.  12046  (3  C.P.B.  1978 
Cottp*,  p.  156)* 

22/  5  U.S.C.  552. 

23/  42  U.S.C.  6601  at  aaq. 

24/  64  Stat.  583  aa  avndad  by  90  Stat.  2723. 

25/  laauad  SaptanDar  17,  1984  with  an  unclaaalflad  varalon,  but  not 
publlahad* 

26/  Padaral  R^latar,  v.  50,  March  15,  1985,  p.  10738. 

27/  Saa  Ihld. ,  p.  10739. 

28/  Ibid.,  p.  10/34. 


It  alao  acknowladgaa  tha  partlaanca  of  tha  PraadM  of  Infocaatlon  Act,  22/ 
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iMst  otm  coaMDtor  rsMiitlf  took  Ittuo  with  it  Mylng  th%  proposal  "rsachtt 
tMfond  Agoncf  MnagoMnt  coosldtratlooi  Into  «rMt  which  «r«  proporly  tho 
pum«w  of  Coofrsss***  29/ 

Four  arMS  of  gciMral  ■anagtwnt  policy  «r«  addrsssod  In  the  draft  clrculsrt 
(I)  Infonuttlon  collection  «nd  g«n«r«tlon»  (2)  laforaatlon  sharing »  (3)  oconoa.- 
«Dd  cost  CODS Ids rations,  and  (4)  Inforaatlon  dissa«lnatlon»  distribution, 
and  publication*    Ths  trsataant  of  thsss  arsas  hy  the  circular  Is  discus sad 
balow.    As  dsflnad  In  ths  draft  circular*  Inforutlon  "Mans  any  comnlcatlon 
or  rscsptlon  of  knovlsdgs  such  as  facts »  data»  or  opinions »  Including  uuasrlcal» 
graphic »  or  narratlTS  for«s»  whsthsr  oral  or  aalntalnsd  In  any  Biuluay  Including 
coBputsrlssd         basss»  pap«r»  ■icrofor«»  or  nagnatlc  tats."  30/    It  Is  spparant 
that  "Inforaatlon*^  Is  undsrstood  hars  In  Tsry  bread  tar«s. 

Information  Collactlon  and  Ganaratlon 

Historically^  whan  tha  Fsdsral  Govanwant  was  organlssd  In  1789 »  the  naw 
dapartMnts»  possasslng  no  Inforutlon  of  thalr  own»  bagan  col  lac  ting  it  fro* 
a  Tarlaty  of  sourcas— pradacassor  agsnclas»  coaasrlcal  enterprises »  tha 
dtlaanry  being  aaong  tha  Initial  contributors.    Today »  govsmaent  Infonutlon 
-  still  derives  fron  thle  basic  collection  sctlvlty»  though  its  original  acope 
and  nagnltude  have  Increased  In  nany  ways  over  the  past  two  centuries.  And, 
as  the  draft  0MB  circular  scknowlsdgss  (section  7b],  a  valuable  resource  hae 
resulted. 


29/    Letter  of  May  14,  1985,  fro«  Eileen  D.  Cooke,  Director,  Arerlcan 
Library  Assodatton,  UashlngtOL  Office,  to  J.  Timothy  Sprehe,  Office  of 
Infomatlon  and  Regulatory  Affairs,  Office  of  Menagement  end  Budgst,  coonantlog 
the  draft  0MB  circular. 

jO/    Federal  Register,  v.  50,  March  15,  1985,  j.  10739. 
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Gownmrnat  Infonutloa  U  a  valuahU  naourc*.    It  it  an  Ma«atUl 
tool  for  Mugint  tbo  goTomaaat'o  oporatloat,  provldoo  cltlioM  vlth 
knovUdto  of  tlMlr  ooelotf ,  tad  U  %  eowodltj  wlch  oeoaoale  wXm  in 
tho  MrkotpUeo.  31/ 

Vlthla  this  tspsoslT*  Tf«v  of  fOToramt  infonutloa  m  an  ^MMotUl 
tool  f.-^r  MnntlBf  thm  govoroMat**  oparationa,**  Coofraoaiooal  oraraishe  of 
atonc7  adaiAlatratioa  mold  axguahlj  plaj  a  aajor  rola.  But  tha  draft  QMB 
circular  dlapalla  ooeh  a  notion  In  tha  ytj  nazt  paragraph  [oactlon  7cl  by 
daflning  tha  "Taloa  of  goToro^c  loforaatlon  to  tha  giiTtrnawir  [aa]  aolalj 
a  function  of  tha  dagraa  to  which  iaforvation  contrlhotoo  to  achlaving  aganelao* 
■ioolona.*  32/ 

Tha  aacoad  paragraph  appaaro  to  ba  aoMvhat  Unit  ad  in  aeopa.    For  axaaplo, 
it  nafcao  no  aantion  of  tha  Talua  and  inportanco  of  goyaniaut  inforaation  to 
Congraaaiooal  ororoaoro  and  tha  citlsanry  of  a  daaocracy.    Aaaunlng  it  a  accuracy 
and  v-aliahility,  govanaant  inforMtion  can  contribute  olgnlf icantly  to 
goramMnt  accountohlllty.    The  paragraph  aleo  night  hava  given  aoaM  recognition 
to  tha  manj  vaja  in  which  govamaant  infonation  la  ueed  hy  ▼arioua  go^emaent 
antitiaa  in  tha  United  SUtae.  baaineeeee,  finaneial  inatitutions,  aodal 
edentiete,  and  other  echolare,  acadaaice,  4.^d  reeearchere.    Pinally,  the  eecond 
paragraph  iapliae  that,  unleee  gOTemaant  inforaation  contrihutee  to  an  agency* e 
aleeione,  the  agency  ehould  not  collect  or  poeeeee  it.    In  one  eenae,  thie  any 
ba  efficient  or  ecoooa^  A  aaaagaaant  of  irforaation,  but  in  another  lanee, 
it  nigh;:  be  ehorteighted  if  "aieeiona"  ere  ill-defined  or  eubject  to  changee 
over  which  an  agency  hae  little  coutrol.    Further  attention  will  ba  given 
to  efficiency  and  econoay  coneideratlone  In  the  diecueeion  of  coete. 


31/  Ibid. 


32/  Ibid. 
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Aaoog  its  othar  baale  couldaratloiit  aod  Mauaptlona,  tha  draft  circular 

offara  tha  follovlog  provlaloa  [aactlon  71]  bearing  on  lafonutloa  coll action: 

rtw  valua  of  paraarrlBC  foramMat  racorda  la  a  fuactloa  of  tha 
dagraa  to  which  praaarratloa  protacta  tha  lagal  aod  financial  rlghta 
of  tha  fOTaroMnK  or  Ita  eltltana»  and  pre  n  official  racord 

of  ladaral  aaancj  actlvitlaa  for  agancf  aanat       .  and  hiatorlcal 
pur^aa*  33/ 

▲  problaa  arlalng  vlth  thla  paragraph  concama  Ita  raf aranca  to  "govamaant 
racorda*  rathar  than  "goyanwaiit  laforaatlon."   Tha  tara  "gOTamaant  racorda*  la 
not  daflaad  In  tha  circular  and  la  othanrlaa  of  uncartaln  aigAlflcaaca  In  tha 
caaa  of  alactrtmlcallj  atorad  data.    'GoTarnMnt  Inforaatlon"  la  daflcad  In  tha 
circular  [aactlon  6c]  and  doaa  addraaa  tha  alactronic  aadlua*    Thi  paragraph 
Indlcataa  that  "an  official  racord  of  fadaral  agancy  actlvltlaa  for  agancj 
■anagaMat  and  hiatorlcal  purpoaaa**  la  to  ba  aalntalnad.    Apart  froa 
accountahlllcj  conaldaratlona,  tha  praaarvatlon  of  agaacy  Inforaatlon  can 
raduca  or  allalnata  tha  naad  to  collact  auch  a&tarlal.  parhapa  for 
coaik^-iratlva  or  trand  purpoaaa,  In  tha  futura*    HowaTar,  thla  objactlva  alght 
ba  battar  aat  by  proparlj  daflnlng  "govamaant  racorda*  or  aubatltutlog 
"goTaroaant  Inforaatlon"  lu  tha  paragraph. 

In  apadfylttg  Inforaatlon  aanagaaant  polldaa  [aactlon  8a],  tha  draft 

circular  lnclud«a  thraa  provlalona  concarnlng  collact Ion.    Tha  flrat  of  thaaa 

[aactlo».  »a(l)]  atataat 

Craata  or  collect  only  that  Inforaatlon  nacaaaary  to  achlava 
agancj  alaalon  objactlvaa  and  only  aftar  planning  for  Ita 
procaaalng,  trananlaalon,  dlaaaalnatlon,  uaa,  atoraga,  and 
dlapoaltlon.  34/ 


33/  Ibid. 
34/  Ibid. 
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Thit  it  •  bMic  ttttMsat  of  laformatloa  r«tourc«t  unagtMnt*    It  rtqulrtt 
«g«acltt  to  plan  tht  full  llf*-cfcl«  of  lafc^raatioi  it  tiitlclpattt  gaatrttlo(» 
laeludlog  MotlBf  «  ttsndard  of  oood  ("to  «chl«T«  ^•ncj  alttlon  obJ«ct !▼••'*) 
and  proTldlng  «  floal  ttatua  Cdlftpotitlon'*)*    k  proTltloa  in  th«  basic 
cooaldaratloaa  and  aaauaptlona  aaction  of  tha  draft  circular »  diacojaad  «arliar» 
contaiaad  a  aiallar  approach  to  infor«ation  cillaction*  2^/    '7  adharing  to 
thia  aubaaction,  viU  aganciaa  narrovlj  Intarprat  thair  alaaioa  objaccivaa  and 
ganarata  information  for  thair  own  faittrt  aaada,  or  vill  thaj  broadly 
intarprat  thair  alaalon  objactivaa  and  produca  Inforaation  for  both  thaaaalvaa 
and  tha  cooaunitj  of  intaraata  thaj  iadiTidoally  aarraf   A  Fadaral  agancy 
probably  ia  abla  to  collect  Inforaation  that  no  intaraat  group  could  gftthar 
by  itaalf*    And  par**npa  inforaation  producad  by  a  Fadaral  agaacy  ia  r agar dad 
aa  baing  «ora  raliabXa  and  valid  than  that  ganaratad  by  an  intaraat  group*  It 
■ay  b«  that  bat tar  adalniatration  and  ragulation  rasult  (for  aoeiavy)  froa 
thia  aituation  than  would  if  coapating  Intaraat  groupa  vara  laft  to  thair 
own  davicaa  for  inforaation  gatharing* 

Tha  aacood  policiaa  pro  via  ion  concaming  collaction  [aaction  8a(2)]  atataat 

Saak  to  aatiafy  aaw  inforaation  naada  through  intaragancy  or 
intarsovemaantal  aharing  of  inforaation  or  through  coaaarical 
aourcaa  bafora  craatiog  or  collacting  nav  information*  36/ 

Sevaral  conaidarationa  ariaa  ragarding  thia  provlaion*    Although  it  ia 

not  daarly  atatad  in  0MB* r  draft  circular,  thara  appaara  to  ba  an  undarlying 

praauaption  that,  in  aatiafying  nav  inforaation  oaadtt,  intaragancy  or 

intargovtrnaenral  aharing  or  connarical  aourcaa  will  ba  mora  afficiant  and 


35/    Saa  taxt  icconpaaying  nota  32  aupra* 

W    Federal  Reg later,  v.  50,  March  15,  1985,  p*  10739. 
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•cono«lc«l  th«a  g«nmtloa  hj  %n  •gencj  lte«lf«    There  !•  eUo  •  prccuaptloa 
that  laformstloa  cought  through  Interegencf ,  latcrgoTcnuMatcl.  or  coMtrclcl 
•▼•au««  will  b«  la  •  rci%con«bl7  useful  ton,  Mthodo logics llj  Tslid  end  r«llabl«, 
And  suittble  in  scop«« 

With  r«g«rd  to  th«  propriety  of  liiterag«Qcf  or  lotergovernMntel  laforaAtion 
•h«rlag,  proTlslOQ  Ic  atd*  eU«whcr«  la  th^  drcft  drcuXcr  for  ch«  prot«cti<m 
of  iodlTiduallj  id«atlfl«bl«  and  proprietary  l^fonucloa  [Mctlon  8«(4)],  but 
no  Matlon  Is  oth«rvi««  aad*  of  ethical  or  legal  r«ctr«lat«  partalolog  to  tha 
u««  of  inforaatioa  hj  •  federal  t%ncj  for  a  glvaa  purpoaa  area  though  It  was 
collactad  hf  taothtr  gOTamaaat  satlty  for  •  diffcraat  purpoat*    And  In  tha 
caaa  of  tha  PrlTCCj  Act,  aom*  spadcl  llaltatloaa  apply*    Aecordlog  to  tha 
atatuta,  wh«a  •••king  personal  iaforaatioa,  cgaacicc  chall  "collact  iaforaatlon 
to  tha  gr««tMt  axtaat  practicable  directly  froa  the  subjact  IndiTidnal  whan 
tha  inforaatioa  aaj  result  ia  advcrca  dctaninationa  cbout  an  IndiTidual't 
rights,  banafits,  and  priTiUg**  uadar  Fadarcl  progrcac."  37/    This  Frlvacj 
Act  proTiaion  •ffmcf  •gaacy  uca  of  cooBarcicl  courcac  to  obtain  partonal 
inforvatioa.    Indtad,  such  uaa  of  co— »rclal  info '■ation  aourcat  of  lata  haa 
baan  aapacially  coatroTarcicl-— c.g*  Internal  tavaotta  Scnrlcc  aaa  of  ■ailing 
liata  for  lifattyU  Indicatorc — or  hat  rcquirad  cpaoific  author  it  log  lagitlation 
auch  a«  th«  Dabt  Collect  ion  Act  of  1982*  38/ 

Tht  third  policiM  proricion  concerning  collactloi\  [aaction  8c(3)]  ctataat 

Limit  tha  collaction  of  indlTidually  idcntCf  .abl4  information  tnd 
proprittarj  information  to  that  which  it  lagclly  authorliad  and 
n«ca«««r7  to  tchisTa  agency  mlccion  objactivac*  39/ 


37/    5  O.S.C.  SS2«(a)(2). 
38/    Sm  96  Stat.  1.  >9« 

39/    r«daral  Ri«ictar,       yO,  Harch  15,  1985,  p*  10739* 
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Thla  laaguaga  la  uaiMcaaaarllf  toMWhat  dlfftraat  from,  but  dots  not 
•pp«ar  to  conflict  vlth,  eollactloa  mad  Mlntaaaaca  lialtatlons  •p«clflad 
la  tba  Prlvtcy  Act  follovit 

TiKb  agaocj  that  Mintaliw  •  wytm  of  ncordr  811611— 

(1)  Mlntala  In  it*  r«cord«  onlj  aucb  Infonntion  aboat  an 
indlTldunl  na  la  ralavaat  and  nacaaafry  to  aeco«pll«b  a  purpoaa 
of  tha  agaoey  raqulr&d  to  ba  oceoapllohad  by  otatuto  or  by 
axacutlTf*  ordar  of  tha  fraoldont; 

(2)  collaet  Information  to  tha  graatoot  aitaat  practlcablo 
dlractly  froa  tha  aubjact  ladlvidoal  vban  tha  Inforaatlon  any 
raouJt  In  adviraa  datorainatlona  about  an  IndlTldnal**  righto, 
baaafltOy  and  prlvilogoo  undar  radoral  prograaa  •  •  •  hO/ 

Ttw  droft  circular  provlolon  again  mlaaa  tha  atandard-of-oaad  quaatloa 

dlacuaaad  aarllar,  41/  but  bacauaa  both  Individually  Idaatlf labia  and  proprlatary 

Inforaatloa  aojoy  prlvllaga  and  protactlon  undar  tha  law»  an  axpanalva 

lotarpratatlon  of  agaacy  alaaloa  objactlvaa  would  not  raaalt  la  Information 

uaaful  for  both  tha  coxlactlag  agaacy  and  tha  connunlty  of  Intaraata  It  aar  • 

Howavar*  In  tha  caaa  of  proprlatary  laformatloa  aloaa*  tha  proTlaloa  may  p;:^pt 

aganclaa,  la  carta la  altuatloaa,  to  aatk  lagialitloa  c^aarly  lundatl^f  tha 

collection  of  apaclflc  klada  of  bualnaaa  aad  coaaardal  aatarlal. 

laforaatloa  Sharlag 

For  raasona  of  affldancy  tnd  acoaomy  la  Informatloa  raaourcaii  aanagaaaat, 
tha  draft  0MB  circular  encouragaa  lataragaacy  and  latargovarnoaatal  laforaatloa 
ahArlng.    Bacauaa  thera  do  not  appaar  to  ba  any  currant  atudlaa  of  althar  typa 
of  laforaatloa  aharlng  by  Fadaral  agandaa,  It  la  difficult  to  know  nuch  about 
actual  condltloaa  and  practlca  la  thaaa  araaa.    Howavar,  thara  ar«  a  varlaty  :/f 


40/    5  U.S.C.  552«(a)(l)  and  (2). 

41/    Saa  taxt  accoapaaylng  notaa  32  an-^  35  aupra. 
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obats'slM'— const  1  tut loiul»  •tttutory,  r«fulator7»  eu«to«A.ry»  •thlc«l»  and 
polltlc«l~to  such  actlTlty  br  aneutlv*  branch  «otltl««.  42/    rtdarsl  ststutaa^ 
for  <)xaapl«»  contain  at  laat.;  200  preTlalona  aatabllahlng  contiuvatlxUty  f^r 


Tha  draft  OKI  circular  on  fadaral  Infomatlon  raaourcas  aanagaaant  contalna 

thraa  proTlalona  partalning  to  Inforaatlon  sharing.  of  thasa  ara  among  tha 

baalc  consldsrstlons  mn^.  assumptions  [sactlon  7]  of  tha  circular^  tha  first  of 

Hhlch  [sactlon  7h]  atatasi 

Tha  opan  and  afflclant  aschanga  of  goyarrwant  aclantli  and 
tachnlcal  inforaatlon^  subjsct  to  appllcabla  national  aacuricy 
controls  and  proprlstarjr  Ughts  othars  aajr  hava  in  ouch  InforMtion* 
fostsrs  sxcsllancs  in  scisntific  raaaarch  and  tha  affactiva  uaa  of 
Fadaral  raaaarch  and  davalopttant  funda*  44/ 

This  provision  aakaa  tha  point  that  not  onljr  fadaral  agancias,  but  also 
thsir  contrsctors  and  grantaas  aajr  ftdlitata  Information  sharing.  Ftirthar, 
Fadaral  sganciaa  hava  largaljr  sjpportad  tha  sxioa  that  scian:ific  achiuTaaant 
and  adTsnceaaat  dapaod  upon  opannass,  tha  shsring  of  rasaarch  findings,  and 
building  upon  scisntific  knowladga  froa  tha  paat.    Again,  tha  proTisiot,  undsr 
discusaion  hars  supports  this  visw.    Honavar^  it  also  vams  that  national 
sacuritf  controls  snd  proprietsrjr  rights  aay  Unit  such  shsring.  During  ths 
past  few  y««^s»  thsrs  has  baan  considsrsbls  controverajr  ovar  national  sacurify 


42/    Saa  Richard  C.  Ehlka»  and  Hsrold  C.  Ralfsa.    Policy  Bsrrisrs  to 
Inforaatlon  Sharing:  An  Introduction.    In  U.S.    Congress.    Houss.  Coaaittaa 
on  Energy  and  CooMarca.    Futurs  Opportunitiss  and  Probleas  That  Face  Tha 
Nation.    Conaittes  prints  98th  Cong.,  Lst  Ssss.    Washington,  U.S.  Govt.  Print. 
Off.,  1983,  p.  24-37. 

43/  U.S.  CocMilssion  on  Fadersl  Papsrwork.  Ccnf idsntislity  and  PriTscy. 
Wsshington,  July  29,  1977,  p.  26  nots  38. 

44/    Fedsral  Register,  v.  50,  Kerch  IS,  1985,  p.  10739. 


dlffsrsnt  daasss  and  kiada  of  inforaatlon.  43/ 
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coatrola  oa  acleatlflc  cooaualcatloa.  45/    la  brltf,  this  dispute  concern* 

the  type*  of  sdaatlflc  and  tachnlcal  Infonutloa  that  should  b«  subject  to 

•uch  rsgttlatloa^  tha  kinds  of  national  aacuritjr  coat ro la  that  ahould  b«  appli^1» 

and  tha  propriatf  of  such  raatrictiona.    laauaa  ragardinn  propriatary  righta 

ia  aciantific  raaaarc!i  ara  laaa  davalopad  but,  navarthalaaa^  aToWing.  46/ 

TWO  topica  of  dabata  appaar  to  ba  rha  axtant  to  lAich  Fadarcl  K  ft  D  contractora 

and  grantaaa  aajr  claim  propriatary  righta  ovar  thair  raaaarch  and  thair 

unwlllingnaaa  to  raport  fulljr  findioga  potantialljr  having  coaaarcial  Talua* 

A  aacond  proTiaion  [saction  7 J]  aaong  tha  baaic  conaidarationa  and 

aaauaptiona  of  tha  draft  circular  atataat 

fadaral  Govarnnant  inforaation  policlaa  and  activltiaa  can  affact»  and 
ba  affac'^ad  bj,  tha  inforaation  policiaa  and  activitiaa  of  othar  nstiona. 

Whila  tha  purpoaa  of  tMa  atataaant  ia  not  laaadiacaly  claar»  it  aay  aarva 

aa  a  ganaralisad  axplanation  for  tha  nacaaaitjr  of  lapoaing  controla  or  raatrictiona 

on  cartain  klnda  of  inforaation  aharing  for  raaaons  of  military  aacurity, 

foraign  policy^  or  aconomlc  warfara*    Tha  proviaion  alao  may  conatituta  a 

rationa  a  for  Dapartaant  of  Stata-OHB  liaiaon  on  intarnationsl  inforaation 

policy  i»         [aaction  9b] »  Dapartaanc  of  3tata-Coaaarca-K)MB  liaison  on 

intamational  conaunic*tiona  isauaa  [aaction  9c(5)]»  or  security  of  Fadaral 

automated  inforaation  ayatama  aattara  [Appandix  III]  daecribad  alsawhara  in 

tha  draft  circular  and  discuaaad  latar  in  thia  analyaia. 


45/    Saa  National  Academy  of  Sciancee*    Scientific  Coomunicetion  end  Netional 
Security.  Weehiogton,  Netional  Acedaay  Praee»  1982;  Herold  C.  Aelyee.  Increeeed 
Netional  Security  Controle  on  Scientific  Cumntcetion,    Goremmant  Information 
Quarterly^       1»  No.  2,  1964 »  p.  177-207 )  D.S*    Congrees.    House •    Committee  on 
Science  and  Technology.    Scientific  Communicetione  and  Netional  Security. 
Hearings  98th  Cong.»  2d  Seje.    Weehinr^on^  D.S.  Gon.  Print.  Off.*  1984. 

46/    Sea  Halkln»  Dorothy.    Science  Ae  Intellectual  Property.    New  Tork» 
MacmtTlan  Publlahlng  Company »  1964. 
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A  third  proTUloQ  [Mctloa  8<(2)]  ptrtalnlni  to  Inforutloa  aharlng  u 
fottad  Mooi  thm  lafonatloa  managMitat  poIlcUa  of  thm  draft  circular.  It 


Sconocy  %od  Coat  CoMldaratioM 

With  regard  to  coat  a  and  Moaoar  in  info  nut  loa  raaourcaa  ■aiiag«MQt» 
tha  draft  0MB  circular  coatalaa  two  caatral  proTlaloaa  oa  thaaa  mattara  aa 
wll  aa  aoM  ralatad  polata  la  tha  araa  of  laformatloa  dlaaaalnatlon^  all  of 
which  vlll  ba  dlacuaaad  hara* 

A  prorlaloa  [a«ctlon  7d]  aAong  tha  haalc  conaldaratlona  and  aaauaptloaa 

of  tha  clrcul*4.  atataat 

Tha  putllc  and  prlvata  banaflta  darlvad  froa  gOTamaant 
laforutloa  nuat  axcaad  tha  public  aad  prlvata  coata  of  tha 
Inforaatloa.  48/ 

Whlla  tha  coata  of  goTaroaeat  laforaatlon  appaar  to  ba  relatlTtlf  eaajr 
to  datenalaa  aad  calculate,  tha  baaaflta  ara  insch  nore  difficult  to  Identify 
and  qaaatlfy.    Coapllaace  vlth  thla  provlaloa  will  Ukaly  require  the 
deTelopaent  of  a  ualforn  nethodologjr  for  tha  agenclea  to  eatabllah  Infomatlon 
coata  and  baneflta,  explicit  procedural  requlreoenta  to  «ni8ure  that  all 
~  beaeflta  are  Identified  and  fairly  priced,  and  an  opportmlty  for  public 
2onBeat  oa  the  resulting  dealgn* 

A  second  provlaloa  [sectloa  8a(2)]  pertinent  to  coaalderatlona  of  ecoaoay 
la  found  aAong  the  laformatlon  aanagement  pollclea  of  the  draft  circular.  It 
vaa  addresaed  In  the  eurller  dlac  ''Sloa  of  Infomatlon  collection.  49/ 

47/    Sea  text  accompanying  note  36  eupra. 

48/    Federal  Reglater,  v.  50,  March  15,  1985,  p.  10739. 

49/    See  text  acconpaaylng  note  36  aupra. 


««a  addraaaad  la  tha  earlier  diac*jualua  of  laformatloa  collactloa.  47/ 
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Tiro  othar  proTlalona  la  the  pollclM  ••ctlon,  both  of  which  ■»  concornad 

with  Inforaatlon  dlMMloatloni  htw  oeoooay  lapllcotlotts.    Tha  flrat  of  thaaa 

[••ctlos  8a(b)]  dlracta  agaoclM  tot 

DlMMltuta  tOTTO— nt  infonutlon  product •  tad  §ntric99  oalj 
whore  •  •  •  (d)looMlnatloa  la  oooMtial  to  tho  agoaej'o  «ecOBpllohliii 
Ito  ilJolon»  and  tho  produce*  or  MnrlcM  do  not  duplicate  alaiXar 
prodicta  or  aanrlcaa  chat  ara  alraady  prorldad  bj  othar  t^raroMnt 
or  prlTata  aactor  organisational  or  that  raaaoonblj  could  ba  axpactad 
to  ba  proTidad  bf  thas  in  tha  abaanea  of  agancy  dlaaMloaCion.  50/ 

Aapacta  of  thia  proviaion  otaar  than  acoooaj  conaidcrationa  will  ba 

aubaaquantl7  addraaaad  in  tha  naxt  a  action  of  thia  annljala  concaming 

inforwation  dlaaaaliution.    In  a  recant  lattar  to  (Ml  coaaanting  on  tha  propoaad 

circulnr,  Rap.  Glann  Bngliah,  chairaan  of  tha  Houaa  Subcoaaittaa  on  GoraroMnt 

Infonutlon,  of  farad  tha  following  vlawi  ragarding  thia  particular  raqulraaantt 

A  private  aactor  inforaation  product  or  aarrica  mtj  not,  by  ita 
aara  azlatanca,  fulfill  tha  alaaion  of  an  agancj.    Suppoaa  a  private 
eector  inforaation  eerrice  duplicetee  an  agency  eerrlce  bat  at  a 
price  that  ie  aueh  higher  than  the  ageiicy  chargee.    Will  a  private 
eector  eenrice  fulfill  tha  agency'e  aleeion  if  few  of  tha  ^mwej'm 
diente  cen  afford  to  uae  itf    Suppoee  tha  privete  aanrice  ie  only 
eveilable  to  thoaa  with  the  capability  to  uae  coaputar  tarvlnale? 
In  eveluatiog  e  poteatielly  duplicative  privete  aactor  aarrica, 
ehould  ta  egency  coneider  the  price  of  tha  eervice  end  the  ebility 
of  toaa  uaere  to  eecaee  it?    Tha  circular  of  fere  no  guidance  on 
thie  point. 

Suppoee  e  privete  coapany  la  willing  to  provide  the  part  of  an 
iuforaatiott  eervice  that  hae  e  aufficient  aarfcat  to  gaoerete  prof ita. 
f#hould  an  agency  only  offer  tba  unprofitable  (but  etill  eeeential) 
eerviceT    If  tha  coete  of  providing  partiel  eervice  are  the  eaaa  ee  the 
coete  of  e  aore  coaplete  eervice »  ehould  an  agency  etill  defer  to 
tha  privete  eector  for  the  profiteble  eervicee?    Ae  the  aarket  for 
inforaetion  davelopee,  ehould  an  agency  chenga  ite  aarvice  to  accoaaodete 
the  changing  eervicee  offered  by  privete  coapanlae?  51/ 


50/    federal  Ragieter,  v.  50,  Kerch  15,  1985,  p.  10739. 

51/   Letter  of  Hey  15,  1985,  froa  Glenn  Snglieh,  Chairaan,  Govemaant 
Inforaation,  Justice,  end  Agriculture  Subcoaaittee,  Houee  of  Rapresentetivee, 
to  Oouglae  H.  Gineburg,  AdalnleCretor  for  Inforaation  end  Regulatory  Affaire, 
Office  of  Manageaent  and  Budget,  coaaentiog  on  the  draft  0MB  circular. 
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Slallar  quaatloaa,  uoAamr^rttd  bf  tha  elrcular»  trlM  vlth  taothar  provltloa 

[MCtloa  8a(9)(b))  which  •t%ft 

AftnelM  thAll  .  •  .  (d)lM««liutt  ^awnmmt  laforMtloQ  producta 
mad  ••nfleaa,  whaa  th«  [prsvlou^j  •p«elfl«d]  eoadltlou  •»  Mt  •  .  . 
(Da  th«  aaniMW  aoat  coat  •ffaetlT*  for  the  gOT^roMat,  laeludlng 
placlof  — Tiaua  fMsibla  r«llaac«  on  th«  priTSta  sMtor  for  thm 
dlsMslMtloQ  of  th«  product*  or  MnrlcM.  52/ 

la  "placlog  MxlauB  fMclbl*  r«llaac«  oa  th«  prlTSta  sector  for  th« 
dlaaMlnatloa"  of  lofonutloa  product*  or  Mnflc««»  ax*  agaocUa  aspactad 
to  jlald,  without  aay  coodltloaai  tha  proflt^dog  cmpacltj  attaodlog 
dlaaaalaatloaT    Bj  what  ataodarda  or  procaduraa  ahall  aueh  "rallaoc*  oa  tha 
prlTata  aac^or*  ba  raaliiadT   And  hofw  ahall  tha  'aoat  coat  af faetlva* 
diaaaaiaatioa  arraogaaant  ba  datanalaad— aaraly  In  taraa  of  tha  oaa  that  la  laaat 
axpaaaiva  for  tha  goTanwaatT   ur  vlll  tha  adaquacy  of  tha  diaaanloatioa 
arrangaaaat  aad  tha  coat  to  cooauaara  for  tha  dlaaaainatad  product  or  aanrica 
alao  ba  coaaldarad?    Tha  draft  circular  ia  ailaat  on  thaaa  aattara. 

Diaaa«inatioa>  Diatribution>  aad  Publicatioa 

CoTaroaaat  iaformation  ia  dlaaaainatad  largaly  through  coavaatlooal 

publicatioa  procaduraa  or  alactroaic  tranaaiaaioa*    Ijiaaaalnation  ia  tha  way 

-  ag aaciaa  diatributa  govanuMat  iaforaatioa*    By  coatraat,  acce^a.  which  will 

ba  aubaaquaatlj  dlacuaaad  In  tha  naxt  aaction,  partaina  to  tha  way  paraoaa  obtain 

iaforaatioa  of  thair  own  volitioa*    Both  taraa  ara  dafiaad  ia  tha  followiog 

way  ia  tha  draft  0MB  circular  [aactioaa  6f-g]t 

Tha  tara  "accaaa  to  iaforaatioa*  rafara  to  tha  fuaction  of 
proTidiog  to  aaabara  of  tha  public »  upoa  thair  raquaat.  tha 
govamaaat  iaforaatioa  to  which  thaj  ara  aatitlad  undar  law* 


52/    radaral  Ragiatar.       50,  Harch  15.  1985,  p.  10739-10740. 
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TIm  tara  "dlaaMiuAtloa  of  lafonMnioa"  rtfara  to  thm 
fuaetloa  of  dlatrlbtttiog  ^wnmmat  1     nutlon  to  tiM  pMblle 
whatlMr  tiirough  prlntad  doeaMata»  or  alactroole  cr  otbar 
w4l««    "DitMMlMtlott  of  iaforMtlon"  doM  not  laelttda  latra* 
•tMcy  OM  of  laforMtiaa»  or  raapondlag  to  raquM^a  for 
*aeeooo  tr^  UforMtloa."  53/ 

DitMiinAtloa  is  not  dlroctlj  a  lraaMd  la  tha  draft  elrealar*a  bajle 

coaaldaratloaa  and  aaaoa^loaa  [aaetloa  7*.   Two  prorlaloaa  aaoc^  tba 

iaforaatloa  aaaatMont  polielaa  [aaetloE.  1]  of  tha  ^poaal*  Immr   *  a 

IwdUta  partiaaaea.   Tha  firat  of  thaaa  (aaetloa  8a(8)]  diracta  afaaelaa  to— 

Diaaaaiaata  gofaiuaant  lofotaatloa  pro^ueta  and  aarvlcaa 
oal7  whacat 

(a)  Dltrattiaatloa  la  althar  laqolrad  bj  Xav»  or 

(b)  Dlaaaaiaa^loo  la  aaaaatial  to  tla  agaaeyU  aecaapllahios 
Ita  aiaaloa*  aad  tha  prodoeta  or  aanrieaa  do  aot  dopUeata  aiailar 
prodaeu  or  aarvleaa  that  ara  alraadjr  prorldad  by  othar  tovaroMat 

or  prlvata  aaetor  orgaaisatloaa,  cr  that  raaaoaahly  eoaU  ba  aspa<etad 
to  ba  proTldad  by  thaa  In  tha  abaaaca  of  asoaey  dlaaaalnatoa.  54/ 

Cartala  problama  arlalag  froa  only  tha  lattar  aubaactloo  of  thla  prorlaloa 

vara  dlaeuaaad  aarllar*  55/  Soaa  additional  coaaldaratloaa  aboat  tha  proTialoa 

will  ba  of farad  hara.    Althoagh  all  atanelaa  dlatrlbuta  ^rlooa  kloda  of 

l^taratura  and  dociaMota  to  tha  public*  oany  Tadaral  aatltlaa  hava  onlT  Tagua 

or  vary  ft«.iaral  atatutory  authority  for  thla  activity.    Tha  aandata  of  tha 

Departaaot  ot  Agricultural  for  asaapla*  lodlcataa  It  ahall  "dlffuaa  aaoag  r>a 

paopla  of  tha  Unltad  Stataa  uaaful  Inforaatlon  on  aubjacta  connaci ad  with 

agrlcultura»  rural  davalopaaot*  aquacultura^  and  huaao  ttutritloo*  In  tha  n^%t 

gantral  and  coaprthanalva  aanaa  of  thoaa  taraa***  56/   Ara  both  tha  laforaatlon 


53/  Ibid.,  p.  10739. 

54/  Ibid. 

55/  Saa  taxC  accoapanylng  not ^  50  aupra. 

56/  7  O.S.C.  2201. 


501 


product*  tad  MrTleM  of  tho  DapAttaoat  of  Afrleulturo  dloMaloAtod  la 
«ccord«iie«  vlth  thlo  proTlaloa  *roqulrod  bf  Uv,*  a*  tho  draft  OHB  circular 
dlractat    Statad  dlffaraatlji  how  gaaaroualj  aaj  tha  "roqulrad  hj  lav**  atandard 
of  tha  OHB  propoaal  ba  li^'.arpratad?    Will  thla  atandard  cauaa  agaiielaa  to  faal 
coBpallad  to  aaak  nav  authority  to  Juatifj  thair  iafor«atioa  actirltiaa? 
Vho  will  dataraloa  that  tha  atandard  of  tha  circular  haa  baaa  aat*  tha  agaoey 
or  ONB? 

Iddltiooal  difficultiaa  ara  ancountarad  la  tha  aacoad  auhaactioa  of  tha 
proTlaion*    Hov  ia  tha  tara  'aaaaotial**  to  ba  ondaratood?   Who  ahall  dataraina 
*aaaaatial*  diaaaalnation  of  Inforaati^ai  tha  ataocy  or  ONir    Slallar  problaaii 
of  intarpratatioa  ariaa  ragarding  tha  tara  "raaaonably*  in  tha  final  phraaa 
of  tha  flubaaction*   Alao»  tbara  appaara  to  ba  a  ganaral  prdhibitioa  on  agaoej 
coapatitioa  vlth  privata  aactor  orgaaliationa  in  tha  diaaaalnation  of  inforaation 
producta  and  aarricaa  irtian  an  argi^'jly  aora  raaliatic  llaltation  alght  ba 
^unfair*  coapatition  in  thaaa  aattara*    In  tha  loforaation  aga  of  poat* 
loduatrlal  aociatji  it  appaara  vary  lifcaly  that  tha  goyamaant  will  ba  a  praaaoea 
in  tha  inforaation  aarkati  which  tha  draft  OHB  circular  racogalcaai  but  tha 
iaaua  to  ba  addraaa^id  ia  oaa  of  unfair  coapatition »  aot  tha  alialnation  of 
coapatition  totallj. 

rinally..  tha  languaga  of  tha  lattar  subaaction  appaara  to  raiaa  a  faw 
particularly  troublaaoaa  oparationa  quaationa  for  radaral  inforaation  aanagara. 
How  long  oniat  an  agapcj  forago  a  diaaaalnation  prograa  aaaantial  to  ita  alcaion 
whan  a  privata  organiiation  capabla  of  prodocing  it  haa  rafrainad  froa  doing 
ao  but  daclinaa  to  Indicata  if  it  will  do  ao  aartlaa  aoon?    Siallarly,  if  a 
privata  inloraation  aarvica,  dua  to  a  poor  aarkat*  abandona  a  diaaaalnation 
prograa  which  an  agancy  ragarda  aa  aaaantial  to  ita  alaaiot^  how  long  auat  tha 


SQ2 


asiaej  mtt  before  tfattalag  the  progru  la  Utu  of  aaothtr  private  organlsatloaT 

Aiid»  in  t«rM  of  tblo  oxaapl**  ■u«t  tho  agoncy  forogo  tho  progm  la  tbo  OTant 

anottar  prlvata  proYldar  aobaaquantlj  aatara  tha  aarkatT   Aa  thaaa  quaatlona 

auggaaty  fadaral  loforaatloa  aaaagara  could  azparlanea  eoaaldarabla  fruatratlon 

and  conatamatlon  In  thalr  dlaaaalnatloa  afforta  dna  to  tba  draft  circular 'a 

lack  of  galdanea  la  thla  araa* 

A  aacoDd  prorlalon  [aaetlon  8a (9)]  moog  tha  Infonutlon  aanagaaant 

polAclaa  axpraaaad  la  tba  circular  dlracta  aganclaa  to— 

Dliaaaliiata  govaraaaat  laforaatloa  product  a  aad  aarrlcaa,  irtiaa 
tba  [praTloualj  apaclflad)  eondltloaa  ara  aati 

(a)  la  a  aannar  that  raaaoaablj  aaaoraa  tha  Inforaatloa  will 
raacb  tha  naabara  of  tba  public  tba  agaocy  la  raapcaalblc  for 
raacblng; 

(b)  la  tba  aaanar  aoat  coat  affactlva  for  tba  govanaaat» 
Including  placing  oaxlatBa  f aaalbla  rallanea  oo  tba  prlTata  aaetor 
for  tha  dlaaaalaatlon  of  tba  prodneta  or  aanrleaa; 

(c)  So  aa  to  racovar  coata  of  dlaaaalaatlog  tba  producta 
or  aarrlcaa  through  uaar  ebargaar  irtiara  approprlata*  in 
accordance  vltb  0MB  Circular  A-25;  and 

(d)  Onlj  aftar  aatabllahlng  procaduraa  for  parlodlcally 
ravlairlag  tha  contlnoad  naad  for  and  aannar  of  dlaaaAlnatlon  of 
tba  producta  or  Mrvlcaa*  }7J 

Aa  waa  trua  la  otbar  provlalooa  of  tha  circular  dlacuaaad  aarllar«  tbara 
ara  dlfflcultlaa  hara  concamlog  apparent  atandarda  axpraaaad  In  thla  aubaactlon. 
By  whoa  and  how  will  "tha  aaabara  of  tha  public  tha  agency  la  reeponelble  for 
-   reaching'*  b«  der.eralnedT   Tha  tera  "coet  effective"  le  not  entirely  clear » 
and  It  le  uncertain  aa  to  whether  or  not  coet  ef fectlveneee  will  naceeaarlly 
be  coneletant  with  "maxlaua  feaelble  reliance  on  the  prlvfte  eector."  finally* 
bacauee  it  la  an  Inforaatlon  dleeealnatlon  condition »  the  periodic  review 
procaduree  alluded  to  In  the  provlelon  need  to  be  ^*'^ted  In  eooa  detail.  When 
developed »  theee  proceduree  alght  be  publlehed  In  che  Federal  tagleter  and  public 


57/    Federal  Ragleter,  v.  50,  March  15,  1985,  p.  10739-19740. 
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cMMcat  on  then  mltht  b«  lavlttd  b«for«  thmy  art  fl&allicd.    P«rh«pt  coatld«ratloa 

■Ight  b«  glTca  to  prctcrlblog  ton*  kind  of  input  by  "th*  Msbtrr  of  tht  public 

th«  #g«acy  it  T«tponalbl«  for  nachlof"  during  thcM  periodic  lnfor«Atlon 

dltt«mlo«tlon  r«Tl«vt« 

At  •  gan«r«l  lc2or«Atlon  dlt««mln«tlon  lMu«t  the  lapllcatlona  or  thm 

draft  circular  for  tba  Fadaral  Dapoaltory  Library  prograa  cannot  ba  over  looked.  58/ 

Publltb«d  In  tha  Fadaral  lagiatar  of  Karch  1S»  198),  for  public  coaaaat,  tha 

tazt  of  tha  draft  circular  doaa  not  appaar  to  aaka  any  aantlon  of  Fadaral 

dapotltory  Ubrarlaa.    Howvar,  QMS  oupplaMntal  Inforaatlon,  In  axplalnlng 

tha  Inf'^rmatlon  dltaaalnatlon  tactiona  of  tha  propoaad  circular^  at#taat 

Whara  poaalblai  aganelaa  ahould  dlaaaainata  lnfor«atlon  product^, 
and  aarrlcaa  through  azlatlng  proc^'M*,  such  aa  atatutory 
authorised  technical  Inforaatlon  daarlnghouaaa  and  tha  Fadaral 
Daposltory  Llbrarlasi  rathar  than  creating  new  prograaa.  (Note 
that  "govemaent  publlcatl9;«a,"  aa  defined  et  44  D.S.C.  1902,  auat 
be  made  aval labia  through  the  Federal  Depoeltory  Llbrarlee. )  39/ 

The  Inclualon  of  auch  language  In  the  text  of  the  ''MB  propoaal  would 

aerve  to  explain  direct Ijr  the  role  of  Federal  Depoaltory  llbrarlee  In  tha 

Information  Teaourcea  aanageaent  arrangaventa  eatabllahed  by  the  draft  circular. 

It  would  alao  aerve  to  heighten  awarene aa  of  an  laport^it  relatlonahlp  which 

aome  feel  la  endangered  by  the  aba tract  coat  efficiency  or  balance  aheet 

conalderetlona  ezpreaaed  In  the  circular.    The  elimination  of  goTemaant 


58/    7'he  Federal  Depository  Library  program  traces  Ite  orlglne  to  a  Deceaber 
27,  iTTl  statute  (3  Stat.  140)  authorlxlog  the  distribution  of  govemaMint 
documents  to  certain  llbrarlee  in  the  United  Sutes.    .'or  a  time,  the  Secretory 
of  the  Interior  was  reaponeible  (11  Stat.  253,  368,  379;  15  Stat.  292)  for  auch 
distribution  matttre.    Tha  Printing  Act  of  1895  (  28  Sut.  601)  aeslgnad  theee 
duties  to  the  Superintendent  of  Documents  at  the  Gcremmant  Printing  Office. 
The  Federal  Depository  Library  program  was  given  a  distinct  and  permanent 
mandate  in  1913  (38  Stet.  75).    Still  directed  by  the  Superintendent  of 
Documents,  the  program  is  currently  specified  at  44  D.S.C.  1901-1916. 


59/    Federal  Register,      50,  March  15,  19S5,  p.  10735. 
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docuMota  and  publieation  prograas  vlll  Man  coot*qu«oti«l  lottt*  of  utsriala 
for  dapoaltory  Ubrtri««»  irtiich  prorld*  «ffici«ot  and  •eoaoale«l  auna  for 
diaMalnatint  goTaraaant  InfurMtioa. 

PUrthar*  tha  Fadaral  Dapoaitory  Library  prc^raa  vlll  ba  aitaif  leant  If 
af faetad  br  loforaatloa  Mdlia  and  taehoology  conaldaratlona  addraaaad  by  tha 
draft  OKI  circular.   k»  worm  and  worm  Inforaatlon  la  aalatalaad  alactronleally 
In  eoapotarlaad  data  baa^.  or  aasnatle  capa»  tba  Dapoaltory  Library  protvia 
aaaaingly  vlll  ba  undamlnad.    Shlfta  froa  tha  papar  aadlua  to  tha  alaetronlc 
aadlua  In  Inforaatlon  dlaaaalnatlon  and  atoraga  aay  raault  In  a  aat  radoctlon 
In  the  f lov  of  docuaanta  to  dopoaltory  llbrarlaa.    In  addition*  tha  dapoaltory 
librarlaa  hava  no  aaaurnnco  that  thay  vlll  racaltra  aagaatic  tapaa  or  alallar 
aal  f-eontalnad  vahidaa  of  alactronlcally  atorad  Inforaatlon  in  tha  aaaa 
aannar  that  thay  nov  racaltra  govamaant  publlcatlona.    And  thay  vlll  ba 
confront  ad  vlth  incraaaad  coat  a  to  aqulp  thaaaalvaa  vlth  oav  tachnology  (or 
parhapa  avan  to  uaa  axiatiog  tach  ology»  auch  aa  tha  talaphona)  to  gain 
accaaa  to  alactronlcally  aalntalnad  Inforaatlon.    Glvan  thaaa  proapacts.  It 
vould  appaar  that  graatar  attantlon  to  tha  rola  of  redaral  Dapoaltory  llbri»rlaa 
In  tha  Inforaatlon  dlaaaalnatlon  provlalona  of  tha  draft  0MB  circular  Is  aarltad. 


Aa  ootad  aarllar.  accaaa  partaloa  to  tha  way  paraona  obtain  Inforaatlon 
of  thalr  own  volltloni  and  tara  "accaaa  to  Inforaatlon"  la  da f load  In  tha  draft 
0KB  circular.  60/    Tha  Fraadon  of  Information  Act  aatabliahed  tha  praauaptiva 


60/    Saa  taxt  accoapanying  oota  S3  aupra. 
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rl^ht  of  inr  ptrton  to  obtkla  accaaa  to  «g«acy  r«icordt»  and  prater Ibtd  •  proc«dura 

for  Iti  r««llt«tlon.  61^/   Tht  Frlvacf  Aet  did  tht  sum  in  «  aowvha^  aore 

clrciuucrlM  way  rcstrdlnt  paraooally  IdcotlflabU  docuatnta  a.id  flUa.  62/ 

Whlla  thcM  arc  tha  principal  lava  parUinlog  to  accaaa  aa  dafinad  hara»  thara 

«ra  otbara  irtiich  ara  partinant  to  thia  iaaua  araa»  avch  aa  tha  GoTanaant  in 

tha  Sunahioa  Act  63/  and  tha  radaral  Oapoaitory  Library  atatata.  64/ 

Tbara  appaar  to  ba  two  proTiaiona  aaong  tha  baaic  eonaidaratioaa  and 

aamaptiona  f-saction  7]  of  tha  draft  ONB  circular  chat  diractly  partain  to 

accaaa.    Thi  firat  of  thaaa  [aacclon  7a1  atataat 

Tha  uaa  of  up*to-iata  inforaatioa  tachnology  off ara  opportunitiaa 
to  laproYa  tha  aaaagaaanc  of  govamnant  prograaa^  and  accaaa  to»  and 
diaaaalnation  of »  goYanaant  inforaatioa.  65/ 

Tha  infonution  tachnology  aapacta  of  tha  draft  .xrcular  will  ba  diacuaaad 
in  a  aubaaquant  aaction  of  thia  critiqua.    Saffica  it  to  aay  hira  that»  whila 
tha  aboTa  proriaion  la  Accurata  on  ita  Uca»  it  ia  alao  quita  trua  that 
inforaation  tachnology  can  poaa  a  barriar  to  accaaa.    Inforaation  availabla 
only  on  a  aagnatic  Capa»  for  axaapla»  ia  not  accaaaible  to  tha  public  unl«aa» 
having  tha  tapa  in  hand»  ona  alao  haa  tha  propar  aachina  to  raad  it.  Thua» 
tha  proTiaion  aay  ba  aoaawhat  ahortaightad. 

Tha  aacond  accaaa  proviaion  [aaction  7f]  aaong  the  baaic  conaide rati ona 
and  aa»uaptiona  of  tha  draft  circular  r«ada  aa  follova: 


61/  Saa  5  U.S.C.  552. 

62/  Saa  5  O.S.C.  552a. 

63/  5  O.S.C.  552b. 

64/  44  O.S.C.  1901-1916. 

65/  Fadaral  R«giatar»  v.  50 »  March  15,  1985,  p.  10739. 


512 


506 


TiM  public**  right  to  accaM  to  govarnMat  iafonutioa  mut 
bt  protactad  ia  tba  aenagtMnt  of  Fadaral  agaacy  racorda.  66/ 

Thia  atataaant  appaara  to  ba  adaquata  to  tha  axtaot  that  it  ia  coaaiatant 
with  tha  Fraadoa  of  loforaatioa  Act.    It  la  laaa  tatiaf actor 7»  howavar*  ia 
aoM  otbar  ragarda.    Firat»  it  ia  llaltad  to  "Fadaral  agaacj  racorda."  Thia 
tars*  although  undafioad  ia  tha  draft  circular*  aaaaa  to  aabraca  oolj  papar 
docuaaata.    Thua»  tha  ^blic'a  right  to  accaaa  to  gorarmaat  Infonwtioa 
ia  drcuaacribad »  aaaainglj  baing  protaetad  with  ragArd  to  ooa  typa  of 
iafonutiou  Mdiua.    Tba  altamatlTa  tani»  "iafonMtion^"  which  ia  broadly 
dafinad  In  tha  circular »  waa  obrioualy  not  usad  hara»  but  tha  raaaona  for 
thia  aituatioa  ara  not  daar. 

Sacond»  tha  atataaaat  appaara  to  ba  ahortaightad  In  that»  by  coafining 
itaalf  to  "tha  maoaganaat  of  Fadaral  agaacy  racorda»"  it  igaoraa  tha  laplicat^ona 
of  ioformatioa  collactioa*  it  baea  phraaad  ia  auch  a  way  aa  to  uaa  tha  tana 

"iaforsatloa  raaourcaa  aanagaaaat"  or  to  otharwiaa  indicata  that  "aanagaaaat 
of  Fadaral  agaacy  racorda"  aabracaa  iaforaatioa  collactioa »  thaa  tha  difficulty 
foraaaan  hara  would  not  raault.    Vhat  ia  aot  collactad  caaaot  ba  accaaaad.  Tha 
public 'a  right  to  accaaa  to  gOTamaant  iaforaatioa  ia  affactad  by  collactioa 
coaaidaratioaa»  which  elaarly  ara  part  of  iafonutioa  raaourcaa  naoagaaaat.  67/ 

Aaong  tha  iaforaatioa  aanagaoaat  policiaa  [aaction  8]  of  tha  draft  0MB 
circular^  thtra  appear  to  ba  thraa  proviaioaa  partinant  to  accaaa  coaaidaratioaa* 
Tha  firat  of  thaae  [aactioa  8a(4)(b)]  ia  a  llaitatioa  on  accaaa  that  «tataas 


67/    According  to  cha  draft  ONB  circular  (aactioa  6j)»  "'iaforaatioa  raaourcaa 
aanagaaaat*  aaaaa  tha  plaaaiag»  budgating^  organitiag*  diractiag*  traiuiog,  aod 
coatrol  aaaociatad  with  goYamaaat  iaforaatioa*    Tha  tara  aacoapaaaaa  both 
iaforaatioa  itaalf  and  tha  ralatad  raaourcaa »  auch  aa  paraonaal»  aquipaaat» 
funda»  aod  tachaology*"  Ibid. 


66/  Ibid. 
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Ageaclaa  alMill  •  •  •  (a)alatala  sad  protact  IndlTldualljr 
Idaatif labia  lafonutloo  and  proprlanarjr  laforaatlon  In  a  aanoar 
th«t  pracludaa  •  •  •  (▼)lolatloD  of  obllgatlooa  of  coof  Idaotlalltjr.  68/ 

Problaaatlc  hara  la  tha  uaa  of  tha  word  "obllgatlooa"  which  is  auff Iclantly 
aablfuoua  that  It  could  b«  ragardad  to  ba  a  raf aratua  to  atatutory  raqulraMota 
for  tha  pro  taction  of  eartalo  kioda  of  Info  r«at  loo,  or  to  ad  hoe  agtoer 
coMltMnta  to  Mlntaln  confidant  la  lit  r  ragardlng  eart«ia  fciada  of  InforMtlon* 
01  both.    Tha  fraadoa  of  Infonutlon  Act,  of  eouraa,  rMOgnlMa  that  oartaln 
klnda  of  Inforaatlon  ara  to  ba  protactad  and  la  that  r«cofaltlon»  prorldM 
that  axlatlng  atatutaa  raatrlct  accaaa  to  aoaa  typaa  of  lnfor«atlon.  69/ 
Bojrond  thaaa  conaldaratlona,  aganclaa  do  not  hava  mnj  authority  to  raatrlct 
nccaaa  to  Inforaatlon  not  protact abla  ondar  a  atatutorjr  ataodard.    Thua,  aa 
phraaad,  tha  abo^  provlalon  could  ba  aialaadins* 

Aoothar  provlalon  (aactlon  8a(5)]  coneamlng  accaaa  conaldaratlona  raada 
aa  followas 

Aganclaa  ahnll  •  •  •  (p)rovlda  Indlvlduala  with  rcaaonabla  accaaa 
to,  and  tha  abllltr  to  anand  arrora  In,  ajratau  of  racorda,  conalatant 
with  tha  PrlT«cr  Ast.  70/ 

Tha  provlalon  appaara  to  b*  unn«caaaarll]r  drctuwcrlbod  In  two  wayi. 
Flrat,  It  rafara  to  "raaaonabla"  accaaa,  a  qualifying  tara  not  uaad  In  tha 
Privacy  Act  or  In  tha  coaparabla  provlalon  of  tha  drcula    (aactlon  8a(6)) 
partalnlog  wO  tha  Fraadoa  of  Inforaatlon  Act*    Sacond,  Indlvlduala  cnn  alao 

a  tha  F.O.I.  Act  to  gain  accaaa  to  agancy  recorda  about  thaaaalvaa,  but 
tha  provlalon  doaa  not  raflact  thla. 

68/  Ibid. 

69/    Tha  nlna  axanptlona  of  tha  Fraadoa  of  lofonutlon  Act  racognlsa  typaa 
of  Inlonatlon  that  can  ba  azcaptad  fron  tha  atatuta'a  rula  of  dlacloaura, 
tha  third  azaaptlon  giving  particular  attantlon  to  othar  lawa  apadflcally 
protactlng  cartaln  klnda  of  infomatlon.    Saa  5  U.S.C.  SS2(b)(l)-(9) . 

70/    Padaral  R^latar,  v.  SO,  Harch  IS,  198S,  p  10739. 
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A  third  pro,l.lon  [action  8.(6)J  b«rl«,  „poa  .cc.t  dlr.ct.  ...acl.. 


«hll.  thl.  proTUlon  .pp^r.  to  b.  «l.,„.t.  oo  it.  f«..  it  tbouU  Dot 
b.  lnt.rpr.t.d  to  1,1,  thot  public  «c...  to  ,o,.n-,ot  l.for-.tl«.  .hai 
occur  0.1,  through  th.  ,or.a  procoduro.  of  th.  F.O.I.  Act.    In  th.  O^^nc 
of  1.M1  h.rrl.r..  .„„clM  .hould  b.  ,rtlll.,  to  prortd.  lafor«tlo«  to  th. 
public  upon  r.,„..t  Ithout  fordo,  th.  flUn,  of  »  r.O.I.A.  cUl..  And. 
"  "  »'  'hi-  -ctl*..  tb.r.  .r.  oth.r  l.„  b«ldM  th.  ' 

F.O.I.  Act  *lch  p.rt.la  to  public  .cc.  to  r.».n-«t  lnfor«tlo«. 


FHVACT 


Th.  dr.ft  OHB  drcuUr  coa.l.t.  of  .  prlnclp.1  to«  eont.lnln,  b..lc 
con.,d...tlo...  ..«„ptlon..  poUd..        „.ip„.t.  of  r..pon.lbllltl..  to 
vrlou.  M.ncl..,  Uon,  ,1th  .pp.„dlc..  th.t  pro,ld.  rad.lln..  to  M-ncl.. 
for  lupWotln*  th.  polld..  cout.la.d  la  th.  «la  t.xt.    u.lc  coo.ld.r.tlon. 

».n.r.l  poUd..  .itb  r..p.ct  to  th.  PrW.c,  Act  .r.  ..t  forth  In  th... 
proTLlon.  of  th.  clrcul.r.    Th.  flr.t  of  th...  [..ctlon  7,J  «r.l,  .t.t.. 
th.t  th.  -indlddu.!..  right  to  prW„,  „t  b.  prot.ct.d  la    r.d.r.1  C.r„^t 
lafor«tlon  .ctl^ltl..  ln«Wln,  p.„o«l  lnfor«tl«..-    Th.  oth.r  wo 
prcuion.  iMctlon  8.(4)  .nd  (,„  dr.ct  m.«:1..  to  -C.lat.ln  ^  p„t.ct 
lodlddu.!!,  ld.„tlfl.bl.  infon-tl.n  .od  proprl.t.r,  lafor«tlon  1„  . 
that  pr.clud..,    (.)  Un«rr.nt.d  Intru.loo  upon  p.r.on  prl,«:,  (b, 
Vlolotlon  of  obUgotloo,  of  confld.ntl.lltT.-  .„d  to  ■(p)rond.  lndl,ld«.l. 


71/  Ibid. 
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with  rMSoiubl«  acccM  to,  and  tlM  abllltj  to  aaaod  arrora  la,  ajatcM  of 
neorda,  conalataat  vlth  tha  fxiwmcj  Act**  72/   Tha  proprlatarj  inforaatlon 
coaponant  of  tha  abova  polidaa  goaa  bajoad  tha  aeopa  of  tha  Privacy  Act, 
lAich  la  coacarnad  aiclaalTalf  vlth  ladlTldaallf  Idaat  If  labia  paraooal 
lafotMtlon*  73/  Tha  protactlon  of  proprlatary  laforaatloo  haa  found 
aspraaaloo  In  tha  ao*eallad  ravaraa  Fraadoa  of  loforaatloa  Act  laaaoit 
aa  wall  aa  la  nuaaroua  acatutory  and  ragolatory  coafldaatlallt^'v  prorlaloaa. 

Tha  draft  circular  alao  aaalgaa  to  GMI  [aaction  9h(I0)I  tha  nMpooalblllty 
to  *(r)aTla«  afanclaa'  polidaa,  praetlcaa,  and  prograaa  parcalolag  to  tha 
aaciirltj,  protactlon,  aharlng,  and  dlacloaura  of  Infonatlon,  In  ordar  to 
anaura  coapllaoca  with  tha  Privacy  Act  and  ralatad  atatataa***  74/   Tha  Privacy 
Act  Itialf  aaalgna  ovaralght  dutlaa  to  QMB  aa  vail  aa  tha  raaponalblllty  to 
davalnp  guldallnaa  and  ragolatlona  for  tha  uaa  of  afanclaa  In  Inplaaantlng  tha 
Act*  75/    Purauant  to  thla  authority,  0MB  haa  laauad  laplanantlng  guldalloaa 
on  tha  Privacy  Act  aa  wall  aa  guldallnaa  on  co«putar  matching  and  tha  Oabt 
CoIIactlott  Act  aa  thaaa  lapact  on  tha  Privacy  Act*  76/    Ovaralght  haarlnga 
vara  hald  In  tha  Hnuaa  In  1983  on  0MB 'a  rola  in  ovaraaalng  laplaaantatlnn  of 


72/  Ibid* 

73/  Saa  5  U.S.C.  5S2a. 

74/  Fadaral  Raglater,  v.  SO,  March  IS,  I98S,  p.  I074I. 

7S/  P.L.  93-S79,  aactlon  6;  88  Stat.  1909;  S  U.S.C  SS2a  note. 

76/  Saa  Fadaral  R^latar,  v.  40,  July  9,  I97S,  p.  28948-28978;  Ibid.,  v. 

44,  April  18,  1979,  p.  23I38-23I44;  Ibid.,  v.  47,  May  19,  1982,  p.  2I6S6- 
2I6S8;  Ibid.,  v.  48,  April  II,  1983,  p.  ISSS6-ISS60. 
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tha  Prlvacf  Act  and  raaultad  in  a  cOMlttaa  report  that  vaa  critical  of  aapacta 
of  the  agancf'e  PriTacy  Act  activitiee  or  lack  thereof.  77/ 

Tha  aaio  body  of  the  draft  OMR  circular  thue  rait  era  tee  irhat  ie  both 
explicit  and  laplicit  io  the  FriTac/  Act  iteelf.    Appendix  I»  oo  the  other 
hand,  lapoeee  additional  reporting  requi resent e  on  Fed ere 1  egaociee  regerding 
their  lapleaentetloa  of  end  actiona  under  the  Act*  78/    The  foeue  of  the 
Appendix  ie  procedurel.    Subetentlve  interpretiTe  guidence  on  the  Privacy 
Act  ie  conteined  in  the  guide linee  that  have  been  periodically  lieued  by  ONB» 
ae  diecueeed  ebove. 

Appendix  I  out linee  the  oblige t ions  of  all  Federel  agenciee,  in  addition 
to  their  priaary  reeponeibility  to  iaplenent  the  Act,  to  conduct  perlodicelly 
cartain  roTiewa  and  be  prepared  to  report  to  0MB.    Every  five  yeern»  ngenciee 
■uet  review  e  rendo«  eaapla  of  contrecte  they  heve  entered  into  for  the 
operetion  of  eyeteae  of  recorde,  pureuant  to  eubeection  (■)  of  the  Act»  to 
ineure  thet  eech  contrect  eppliee  the  provieione  of  the  the  Act  to  the 
contractor,  aa  required  by  eubection  (■)•  l^i    Ageneiee  auet  review  every  three 
yeare:    (I)  the  routine  ueee  it  currently  eaploye  with  reepect  to  ite  eyr 
of  ricorde  to  ineure  that  the  ueee  continue  to  be  coapetible  vlth  the  purp. 
for  which  the  inforaation  waa  originally  collected,  80/  end  (2)  the  exeaptione 
daiaed  for  eyeteae  of  recorde  to  deteraine  their  continued  neceeeity.  Annual 


77/    See  U.S.    Congreee.    Houee.    CoaMittee  on  Governaent  Operetiona.  Uho 
Caree  About  PrivecyT    Overeight  of  the  Privecy  Act  of  1974  by  the  Office  of 
Manageaent  and  Budget  end  by  the  Congreee.    H.  Rept.  98^55,  98th  Cong.,  2et  Seee. 
WaaMngton,  D.S.  Govt.  Print.  Off.,  1983. 


78/    Federel  Ragieter,  v.  50,  Kerch  IS,  1985,  p.  10741-10743. 


79/    5  D.S.C.  SS2e(c). 


80/    See  5  D.S.C.  552e(e)(7). 
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rcTlawi  mat  b«  awU  of  cgaacf  »cordkMplQ(  tnd  dlapoaal  polldtt  tad 
practlcaa»  ootolof  coaputar  Mtchluf  progmt»  agtnef  ptrtoontl  tnlniog 
pnctlcaty  and  lattaacM  vhara  tha  agaocj  haa  b«aa  Mid  dvillj  llabla  for 
▼lolctioa  of  tfca  Act  or  an  aaployaa  haa  baaa  found  crlaloAllj  llabla  undar 
tha  Act.    Vltb  raap«ct  to  th«  la t tar,  apparantlj  onlj  ona  crlaliul 
proa«ctttloa  In  tha  l^y^r  K^atory  of  th«  Act  haa  ba«n  raportad.  81/  Flnifioga 
of  mgmaey  civil  linbilltj  ar«  alao  rara«  82/ 

Spaclflc  r«aponalbllltlaa  ragnrdlof  aacurltj  of  aatosntad  InfcrMtlon 
ajataaa,  contracting  practlcaa,  clTlllan  paraonnal  loforaatlon  aalntannnca, 
archlTAl  racorda,  and  tha  publication  of  agancy  rulaa,  ragulationa,  and 
ajataaa  of  racorda  ara  aaaignad  raapactivaly  to  tha  Dapartaant  of  CoMMrca, 
tha  Ganaral  Sarricaa  Adainiatration,  tha  Offica  of  Paraonnal  Hanagaaant,  and 
tha  National  Archivaa  and  Racorda  AdniniatrAtion.    0MB  ia  aaaignad  oraraight 
and  raporting  raaponoibility  in  accordanca  with  tha  tezaa  of  tha  Privacy  Act* 

Tha  Privacy  Act  raquiraa  aganciaa  to  publiah  it»  tha  Padaral  Kagiatar  any 
naw  uaa  or  intandad  us a  of  infornation  in  a  ayataa  of  racorda  and  to  provida 
advanca  notica  to  Congraaa  and  0MB  "of  any  propoaal  to  aatabliah  or  altar 
any  ayataa  of  racorda  •  •  •  "  83/    Tha  circular  outlinea  tha  foraat,  contant, 
vupportiog  docuaantation  and  timing  of  auch  raporta*  84/    It  exeapta  from  thia 
raporting  raquiraaant  ao-callad  "minor  changea  to  ayatams  of  racorda."  "ha 
phraaa  ia  dafinad  in  tha  circular  as: 


/    Uoltad  Statea  v.  Gonzalaz,  Crla.  No.  76-132  (M.D.La.  Dac.  21,  1976) 
citad'in  O.S.  Privacy  Protaction  Study  Coaalaaion*    The  Privacy  Act  of  1974s 
An  Aaaeaaaant.    Vtoahington,  July  1977,  p.  35  nota  75. 

82/    Saa  U.S.    Congraaa.    Houaa.    Conmittaa  on  Governmant  Oparationa. 
Ovaraight  of  tha  Privacy  Act  of  1974.    Haaringa,  98th  Cong.,  lat  Seta. 
Waahington,  U.S.  Govt.  Print.  Off.,  19783,  p.  437-469. 


M/    5  O.S.C.  552a(a){ll),  (o). 


84/    Fadaral  Ragiatar,  v.  50,  March  15,  1985,  p.  10742-10743. 
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•   haaga  that  doaa  not  algolf Icaotly  changa  tha  afataa;  that  la» 
doaa  not  affact  tha  charactar  or  purpoaa  of  tha  myfm  and  doaa 
Dot  affact  tha  abllltjr  of  an  ladlTldual  to  gala  accaaa  to  hla 
or  har  racord  or  to  anjr  Inforaatlon  partalnlng  to  his  or  har  which 
la  contalnad  in  tha  a^ataa;  a.g.,  changing  tha  tltla  of  tha 
ajrataa  aanagrr*  83/ 

Tht  eoncapt  of  "alnor  changa  a  to  ajrataaa  of  racorda"  doaa  not  appaar  In  tha 
Privacy  Act* 

Kxaaplaa  of  non-minor  ayataa  changa  a  that  would  raqulra  a  raport  ara 
glran  in  tha  circular  and  includat    (1)  an  incraaaa  or  changa  in  tha  nuabar 
of  typaa  of  indlTlduala  on  whoa  racord  a  ara  aalntainad,  (2)  an  axpanaion  of 
tha  tjpaa  or  catagorlaa  of  inforaatlon  aaintainad,  (3)  a  changa  in  tha  uaa 
of  tha  Inforaatlon  in  th«  ayataa,  (4)  a  changa  that  raaulta  In  g^Mtar  accaaa 
to  the  racorda  in  tha  ajrataa,  and  (5)  tha  addition  of  an  axaaption. 

Thua,  tha  draft  circular,  for  Privacy  Act  purpoaaa,  contalna  prlaarilf 
procadural  guidanca,  prafacad  t»v  broad  atataaanta  of  tha  praalaaa  and  goala 
of  the  Privacy  Act*    It  doaa  not  contain  tul^tantiva  intarprativa  guidanca 
on  tha  Act  of  tha  typa  0MB  haa  iaauad  in  tha  paat.    Tha  aff actuation  of  tha 
circular  ultlaataly  dapanda  prlaarily  on  tha  varioua  Fadaral  aganciaa  on 
which  n««  Privacy  Act  raport ing  raaponaibilitiaa  ara  iapoaad  and  on  thoaa 
aganciaa  to  which  apacific  obligationa  ara  dalagatad.    What  0MB  doaa  with  tha 
inforaatlon  raportad  to  it  by  Fadaral  aganciaa  will  alao  aH^pa  ita  ovaraight 
rola  iindar  tha  Privacy  act. 


85/    Ibid.,  p.  10742. 


513 


IHTORMATIOW  SYSTEMS  AND  TECHltOLOCY  MAHACEMEWT 

Two  provialoas  of  the  uln  taxt  [MctloM  8(b)  and  9],  Appcadlx  II »  and 
Appcadlz  III  of  ttM  draft  0MB  circular  daal  with  varloua  aepacta  of  Inforaatlon 
•fatna  and  tachaologjr  aaaagasaQt  la  tha  radaral  GovAnuMtkt.    Tha  circular 
laplaaaata  tha  authority  graatad  to  th«  Of  flea  of  Maaagasaat  and  Budgat  (0MB) 
undar  tha  Papamork  Raductlon  Act  to  davalop  and  iaplaaaat  pollclM  and  guldtllnaa 
for  tha  automatic  data  procaaalng  (ADP)  and  talacoanalcatloaa  fuactlona  of 
tha  radaral  GovanaMat.  86/ 

la  addltloa*  tha  draft  circular  ravlaaa  0MB  Circular  A*7l  [RaaponalblUtlaa 
for  tha  Ailslalatratlon  and  Nanagasaat  of  Autoautlc  Data  Procaaalag  Actlvltlaa], 
aa  wall  aa  tha  procadural  aapacta  of  Tranaalttal  Maaoiandua  9o.  1  to  Circular 

[Sacurltr  of  Fadaral  Autoaatad  laforaatloa  Sjrataaa]*  aad  0MB  Circular 
A*-121  (Coat  Accouatlng,  Coat  Racovarjr*  and  Intaragaacy  Sharing  of  Data  Procaaalag 
?acllltlea].    0MB  Circular  A-90  fCooparatlag  with  Stata  aad  Local  GovamiMata 
to  Coordlnata  and  laprova  Inforaatlon  Sratama]  would  b<«  raadnded  and  a  ganaral 
policy  atatemaat  on  tha  aublact  laaarted  In  tha  draft  circular. 

Sactloa  8(b)  of  th«  draft  circular  outllaaa  polldaa  for  tha  planalng, 
acqulaltloa,  oparatloa,  and  aanagasant  of  Fadaral  Infomatloa  ayatena  and 
tachnology.    Tha  pollclaa  ara  baaed  upon  tha  baalc  aaauaptloa  (aactloa  7a) 
that  "tha  uae  of  up-to-data  Infomatlon  tachaologjr  offara  opportunltlaa  to 
Improve  tha  maaagamant  of  govarnr^nt  programa,  and  acceaa  to  and  dlsaemlnatlon 
of,  government  Information.'*  87/    According  to  the  background  Information 
provided  by  0MB,  the  Federal  Government  la  the  Mat Ion *a  largest  single  ADP 


86/    44  U.S.C.  3504(g). 

87^/    Fadaral  Regie ter,  v.  SO,  March  15,  1985,  p.  10739. 
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uMr.    la  FT85,  th«  6oT«niMQt  pitas  to  tpcnd  tlaott  $14  blllloa  oa  f«d«r«l 


loforsAtlon  sTttMt  and  ttchaology.    Vurth«r»  that  budget  U  proJ«ct<  "  to 


InerMM  tt  •  rttt  fttttr  than  that  of  th«  oTtrtll  budgst.  86/ 


AtalQ^t  this  bftckiround  of  iQcrMtlni  r«d«r«l  amocj  dtpMdtoct  on  info^vatlon 
ttchaology,  tact  ion  8(b)  of  tiM  draft  eireultr  lajt  tba  groonivork  for  planaliig 
procattat  for  agaaelat  to  follov  vbaa  aequlrlni  and  ualof  ADF  and  talaeoMimlcatloM 


such  aa  aanagaaant  ooatrolt  and  accounttbllltj,  aoftwara  ■■nnfant,  ttaadarday 
ayttaa  coapatlbllltj,  and  tacurlty.    Ooa  thaaa  throughoat        aaetlon  la  raliaaea 
oa  tha  prlTtta  Mctor  irtiaoafar  poMlbla.    foe  aEaapIa,  aactlon  8(b)\./  aad 
••ctlon  8(b)(8)  tttta  that  Fadartl  agaaelat  thouldt  "[ajaaurg  that  axiatlag 
and  pltaaad  najor  laforaatlon  tyttaat  do  not  unaacattarlly  dupllca^a  xaforaatloa 
tjttaaa  avtllabla  from  othar  agaaelat  or  tha  prlvtta  tactloo;"  and  "[a]equlra 
off*tha*ttialf  toftvara  fron  coaMrcltl  aourcat,  uilatt  tha  eott  affoctlvaaata 
of  davaloplog  euttoa  toftwtra  It  daar  tnd  hat  baaa  docuaaatad.  89/ 

to  addltloa,  aaqtloa  8(b)(18)  dlractt  Fadaral  agaaelat  to  "[t]aak  opportualtlaa 
tu  Inprotra  tha  opart tloa  of  goTarnaaat  ;,rograna  or  to  raallsa  aavlngt  bj  tpplylag 
up*to-^ta  Irforaatloa  taehaology  to  gOTamaaat  lafornatloa  acClvlt^jt."  la 
tha  tupplaaaattry  laforaatloa  provldad,  OHB  «ekaowladgat  tha  afforta  by  aavaral 
-  agaaelat  to  adopt  alaetronlc  lafornatloa  eollaetloa  and  dlttaailnatloa  ayatai  )• 
Thay  eoneluda  that  tha  pollelaa  that  tpply  to  Inforaatloa  eollaetloa  and  dlttaalaatiott 
la  othar  otdlt  alto  tpply  to  alaetroale  tyttaat,  but  that  thara  It  a  ntad 
to  eoatldar  ittuaa  tueh  aa  prlTtey*  publle  teeatt,  raeordt  aanagtMat,  tod 
problaat  attoelttad  with  eraatlog  eoatrtetor  ■aoopollat*  90/ 

88/  Ibid.,  p.  10736. 
89/  Ibid.,  p.  1074O. 
22/    Ibfd.,  p.  10737. 


tachaologlat.    Tha  taetloa  eovart  a  broad  raaga  of  ADP  aanagaaaat  pollelaa. 
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GlTta  tb«  feet  th«t  Mv«ral  «gtnel«»—aocb  mm  th%  Saeurltlct  miA  Bzch«ng« 
CoMlttloai  the  Pcttat  sod  TradMMri  Office »  tlm  Padtral  tUrltlM  CoMlttlon, 
•ad  tiM  0«p«rtMnt  of  Agrlculturtt— hivt  tlvadj  InltUtsd  or  arc  nrlooslj 
coMldcriiif  th«  uM  of  InforMtion  ttehaologj  for  crT*^l*«>*"t  dmfA  coll»ctloii» 
•toracc,  md  r«triaTaL»  0MB  U  trMtataC  of  thm  i»9om  mtj      inadeqaatc*  Miny 
of  thm  poller  MMClcttd  wltb  thlc  tcMd  raaAia  uarMolT«d«    ONB  cutM 

that  a*Mrall7  tlM  mm  polldu  clioold  apply  to  lafocaotlott  eolUetad  mi 
dlttMlDatod  •lACtnmlemllj  m  to  otter  Mdla*   Howtrtr,  l«p«  Glma  tttglltb» 
in  riwinf  filed  on  the  draft  cireular^  ataCna  that  ittforaatioa  dlMwinatad 
bf  alaetronic  Mana  ^mmj  praaast  a  ranfa  of  Inforaatloo  iaaooa  that  ara  conaidarably 
diffarant  than  tha  iaanaa  praaantad  by  bard-copy  dlaaaalaatioa*'* 

tfhila  aaetion  8(b)  conaolidataa  and !  addraaaaa  a  broad  rangn  of  policiaa 
for  piaantof  vid  oparating  Inforaation  tachaology  aysta«a»  CMS  may  not  bava 
auppliad  aufficiant  guidanco  In  aavaral  araaa*   Por  axaBpla*  OMB*a  guidaaca  on 
ayatas  oonpatibility  aiad  intarconnactivlty  aay  ba  laadaqoata  In  light  of  tha 
rapid  prolif oration  of  ▼ari^>ua  typaa  of  lotr-coat  coaputar  and  talacoMunicaiciona 
ayatana      tha  Fadaral  aganciaa.    ONB  aay  naod  to  davota  aora  attention  to 
thia  ^raa  to  anaura  that  both  praaant  and  future  agency  inforaation  ayataaa 
w  Q  coaaunicata  and  are  coapatible*   Another  exaapla  la  In  the  eree  o'  etendarda. 
The  dreft  circulek*  atetra  [aactioo  8b(14)I  that  agaiieiee  ahould  u.ae  tha  "^darel 
Inforaation  Proceaaing  and  TalacoMimicationa  Standarde  aicapt  where  it  can 
be  deaonatreted  thet  tha  coeta  of  uaing  a  atandard  aKcaad  the  benef  ite  or 
the  etenderd  will  inpede  the  agency  accoapliahlng  ita  alaaion.**  92/   0MB  any 

91/   Letter  of  May  15,  198S,  froa  Glenn  Bogliah,  Chairaan,  Govemaent 
Inforaation »  Juatica,  end  Agriculture  Sobconalttaa*  Rooaa  of  Kapreaantetivea, 
to  Douglea  H.Ginaburg,  Adalniatretor  for  Inforaation  and  Raguletory  Affeira» 
Office   f  Hi*nagaaant  end  Budget »  conaanting  on  tha  draft  0MB  circular. 

92/   Paderel  Regiatar»      50,  March  15»  1985,  p.  10740. 
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vlah  to  doecflbt  lo  graatar  datsll  ■Ituatloo*  lo  which  mt^aUrdm  should  or 
•hould  not  bo  uood  to  tnaoro  that  groator  af f leloacloo  and  coat  aaTlago  aro 
achlarad* 

Soctiott  8(b)  rafUcta  tha  aitalfleaat  Upaet  of  advaaeaa  la  IttferMtloa 
tachaologj  on  govamMOt  aganer  coapotlag  actlTltlaa*    Tha  aaargaoca  of  ■inl- 
and alcr^/coapitarai  tha  davalopaaat  of  aora  aophlatleatad  iilicrt— aiti  aUuiii 
Datvorka»  and  tha  growth  of  and-uaar  costing  all  aobatantlallr  affaet  tha 
wjs  In  lAlch  infonaatlon  tachnologjr  maj  ba  aaployad  to  aofport  gonriMaiu 
oparatlona.    Tha  draft  0MB  drcnlar  acknowladgaa  thasa  changaa  la  tachaologr 
la  aararal  wara»  Including  [taction  8bt3)]  uklng  "tha  official  vhoaa  prograa 
aa  Information  sjrataa  tupporta  raaponalbla  and  accountabla  for  tha  prodoeta 
of  that  ajrttaa.  *  93/    Tha  fact  that  prograa  aanagara  ara  not  xaqolrad  to  usa 
apaclflc  laformatloa  tachnology  facllltlaa  or  aarrlcaa  unlaaa  it  la  coat-affactlva 
and  mta  tha  prograa  oaada  (taction  8(b)(15)]  furthar  tsphaalsaa  tha  opportonltlaa 
avallabla  to  program  oaoagara  othar  than  cantrallsad  computing  facllltlaa. 
Tha  thama  of  raducad  rallaaca  on  Urga,  eaatrallsad  tjatama  la  raltaratad 
In  tha  aupplamaatary  laformatloa  whara  0KB  aadoraaa  tha  approach  of  and-uaar 
computing  and  In  aactlon  9d  vhara  tha  Ganaral  Sarvlcaa  Atelnlatratlon  la  aaalgnad 
retponalbllltjr  \    ttraaallna  procuranant  procaduraa  ao  that  program  managara 
can  acqulra  naadad  tachoologjr  on  a  tlmaljr  baalt.  94/ 

Oa  tha  othar  hand,  tha  draft  circular  alto  axtandt  tha  authority  of  0KB 
ovar  tha  Information  tachnologjr  aetlvltlat  of  tha  aganclaa.    For  a?ram^la,  tha 
tarm  "Information  tachnology  facllltr"  it  daflnad  [taction  61]  ao  broadly  aa 

93/    Ibid.,  p.  10740. 

94/    Ibid.,  p.  10737-10738. 
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to  loeluda  ▼Irtualljr  •ny  typm  of  •ctlTlty  InvoWliig  th«  uoo  of  techooloty  for 
hsadllot  infornatloa.  95/   AddltlonAlly,  th«  rtqiilr«Miita  for  ut«a0l¥« 
docuMatfltloa  to  juatlfjr  ■■tebllelntat  of  and  coatlmMtloa  of  aajor  lafonutlon 
cyatMa  UMj  eoapllcat*  rather  than  axpadlta  tha  acqulaltloa  procaaa.  96/  Tha 
lack  of  ■  dafialtloa  of  "aajor"  sajr  alao  allow  0KB  to  axtand  ita  control  ovar 
tha  afanciaa. 

AaaltMant  of  Eaatfoaaibllltiaa 

Sactloa  9  raviaaa  0MB  Circular  A-71  in  tha  aaalgoMit  of  raapoaalbllltlaa 
for  adalaiataring  and  canaglog  ADP  acflvitlaa.    Thaaa  changaa  raflact  both  tha 
paaaaga  of  laglalatloa  and  othar  tachnologlcal  davalopaanta .    For  axaapla»  lo 
accordanca  vlth  tha  Paparvork  Raductloa  Act  97/,  all  Fadaral  aganclaa  ara 
raqulrad  (aactloa  9a(9)]  to  daalgoata  a  aaolor  official  for  loforaatloa 
raaourcaa  iiaaagaiiaat  to  carry  out  tha  raaponfllbllltlaa  aaalgoad  uodar  t^ia  Act* 

Another  change  raflacte  tha  growing  laportaaca  of  International  inforaation 
policy  and  tha  increeeed  goremaant  attention  to  eaarging  ieeuee  in  thie  erena. 
ThB  dreft  circuler  directe  [tection  9b(l)]  t-he  Sacretery  of  SUte  to  adviae  tha 
Director  of  0MB  on  "the  developaant  of  United  Stetee  poeitione  and  pv>liciae 
on  international  inforaation  policy  affecting  Federal  Goramaent  infoiaetion 
ectiTitiee  end  eneure  •  •  >  [ther]  ere  conrietent  vith  Federel  infer iktl::«n 
policy."  98/    0MB  aakee  e  dletioction  between  U.S.  inforaation  polity  that 

95/  Ibid.»  p.  10739. 
96/  Ibid.»  p.  L0740. 
97/    4A  U.S.C.  3506. 


98/ 


Federel  R^gieta",  v.  50,  litirch  15,  1985,  p.  '0740. 
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raflacta  U.S.  IntarMte  inteniAtloiiallf  «ad  P«der«l  lafonMtloa  pollcj.  HoMTar» 
tha  draft  ^.I*eular  alao  kakM  clMr  that  0KB  haa  a  rola  to  plaj  la  daTaloplng 
U.S.  laforMtloa  poller  lAas  fadaral  infotaatloa  policy  la  ralatad. 

Unaiona  of  OlO  Circular  A-121 

0MB  Circular  A*-121  raqulraa  only  that  tha  holdar  of  axcaaa  ADP  capacity 
ahara  auch  capacity.    Sactlona  8(b)(4)-(5)  of  tha  draft  circular,  howarar, 
raqulra  both  that  tha  tioldar  ahara  capacity  and  that  tha  ataoey  aaaklng  loforaatloa 
procaaalng  capacity  fulfill  Ita  naada  froa  othar  asaoelaa  or  tha  prlvata  aaer^r, 
idiaravar  poaalbla,  bafora  acquiring  naw  capacity  Itaalf.  9V/ 

On  tha  laaua  of  aaalgnlog  coata  to  uaara,  tha  circular  alao  aakaa  a 
algnlf leant  changa.    OHB  Circular  A-121  raqulraa  that  coata  for  ADP  fadlltlaa 
ba  *all3catad*  to  uaara.    Sactlon  8(b)(16)  of  tha  draft  circular  raqulraa, 
howiTar»  that  agandaa  auat  now  "racovar"  tha  coata  of  Information  tachnology 
fro«  gOTamsant  uatra.    In  tha  aupplaaantary  Information,  0MB  auggaata  that 
allocating  coata  had  littla  affact  on  agandaa    bahavlor.    RacoTarlng  coata 
will  raqulra  that  actual  tranafara  of  funda  taka  placa  batvaan  auppllara  and 
uaara  of  Information  tachnology  fadlltlaa.    Appandlx  II  of  tha  draft  circular 
proTldaa  procaduraa  for  laplamantlng  tha  coat  racovary  policy. 

Efforta  to  racovar  coata  for  Information  tachnology  fadlltlaa  and  tha 
Information  product  a  mada  avallabla  through  thoaa  fadlltlaa  hava  rala«d  concaroa 
about  tha  ability  of  tha  public  to  «ccaaa  govarnmant  Information.    For  axampla, 
tha  Aaarlcan  Llbrar/  Aatodatlon  In  Its  commanta  on  the  OHB  draft  circular 
raliad  a  numbar  of  quattlona  about  what  Impact  theta  charges  might  hava  on 


99/  Ibid. 
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ths  •vsllsblllty  of  inforajitioa  ssrvlces  that  •v  not  proflttbl«.    Th«r  cits 
th«  fact  that  tha  Fadaral  GorartuMat  la  of  tan  tha  uaar,  aa  wall  aa  tha  producar, 
of  Inforaatloii  and,  tharafora,  thar^  ara  of  tan  no  data  aval  labia  to  accurataljr 
datanlna  uaaga  of  Inforaatloa  aanrlcaa.  100/   Radoctloaa  in  budgata  baaad  upon 
axpactad  coat  racoYary  aajr  furthar  Impact  tha  ability  of  aganclaa  to 
provlda  ^rlooa  Inforaatloa  aanrlcaa. 

taclaalon  of  0MB  Circular  A-90 

Tha  draft  circular  raacloda  0MB  Circular  A-90  (Cooparatlng  vlth  Suta 
and  Local  CoYamaaata  to  Coordltuta  and  laprora  laforaatlon  Syataaa].  OMB. 
honarar,  raafflrva  Tranaalttal  Haaorandim  No.  1  ^  Circular  A-90  la  aactlon 
8(b) (17)  of  tha  draft  circular  by  prohibiting  Fadaral  aganclaa  froa  placing 
unnacaaaary  raatrlctlooa  on  tha  inforaatlon  ayaraaa  that  Stata  and  local 
govaraaanta  uaa  to  carry  out  Fadarally  flnancad  program  actlvltlaa.  101/ 

Sacurlty  of  Inforaatlon  Syataaa 

Tha  0MB  draft  circular  aaphaalsaa  tha  laportanea  of  aalntalnlng  ayataaa 
aacurlty,  both  to  protact  tha  Inforaatlon  contaload  In  Fadaral  ayataaa  and 
to  anaura  that  thaaa  ayataaa  oparata  aa  Intandad.    Thara  la  a  recognition 
that  tha  rapid  grovth  of  aaall  coaputara  and  tha  axpandlng  nuabar  of  uaara 
graatly  Incraaaaa  tha  vu3narablllty  of  Fat^arai  l«;foraatlon  tyftaaii.    In  tha 
aupplaaanrary  Inforaatlon,  0MB  aalntalnt  curlty  of  Inforaatlon  ayatcaa 


100/    Lattar  of  May  14 •  1985,  froa  EUaan  D.  Cooka,  Dlractor,  Aaarlcan 
Library  Aaaoclatlon,  Waahlngton  Of flea,  to  J.  Tlaothy  Spraha,  Of flea  of  Inforaatlon 
and  Ragulatory  Affairs,  Offlca  of  Managaaant  and  Budget,  coaaantlng  on  tha 
draft  0MB  circular. 


101/    Fadaral  R^latar,  v.  50,  March  15,  1985,  p.  10740. 
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!•  first  and  foreaost  •  unagetMot  lssu«  sad  only  •ecoodly  •  technical  problem 
of  coBputer  Mcuritjr.**  102/    In  raapooaa  to  this,  Appandix  III  providas  for 
tha  aa tabliahacnt  of  a  aacuritjr  awaraoaaa  and  training  prograa  for  agancjr 
and  contractor  paraonnal  who  ara  iavolvsd  with  iaforaation  tachaology.  103/ 

Tha  draft  circular  raviaaa  Traoaalttal  Hasoraodtm  Ifo.  1  to  0MB  Circular 
A-71  in  aaction  8(b)(10)-'(13)  and  providaa  procadural  guidance  for  iaplaaaatiag 
ajratau  aacurity  in  Appandix  III.    0MB  also  clarifiaa  tha  ralationahlp  batvaan 
aacuritjr  of  autoaatad  7adaral  iafonution  ajrataaa  eod  internal  agaaey  control 
report  a  (0MB  Circular  A'123)  in  tha  /appendix. 

Tha  dreft  circuler  and  Appendix  III  coapljr  vith  Notional  Security  Daciaion 
DiractiTO  145,  Kecional  Policjr  on  TalaconMinicetiona  end  Autonated  Inforaation 
Syataaa  Security,  aignad  by  Praaidant  Reagan  on  Septenber  17,  1984.    Tha  Appendix 
recognifea  tha  role  of  tha  Sacratary  of  Dafenaa  aa  **axecutiTe  egent  of  the 
governaent  for  the  aacurity  of  eutoaatad  inforaation  ayateae  that  proceaa 
inforaation,  tha  loaa  of  which  could  adveraaly  effect  the  national  aacurity 
intereat.*  104/    la  addition,  tha  role  of  the  Defenae  Dapartaant  in  providing 
technical  eaaiatance,  perticulerly  for  encryption  devicee  for  telecoaKlnicntiOttS 
eecurity,  elao  ia  anuncieted.    While  the  expartiae  of  the  Oapertaent  of  Dafenaa 
in  thaaa  aattara  ia  recognised,  thera  haa  been  aoaa  concern  Toiced  over  tha 
expanding  role  of  the  dafenaa  and  intelligence  coaaunitiaa  in  protecting 
inforaation  in  other  porta  of  tha  gOTamaant. 


102/    Ibid.,  p.  10737. 

103/    Ibid.,  p.  L0746. 

104/    Ibid.,  p.  10746. 
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APPENDIX  8.— AGENCY  SUBMISSIONS  TO  CHAIRMAN  GLENN 
ENGLISH,  GOVERNMENT  INFORBlATiON,  JUSTICE,  AND 
AGRICULTURE  SUBOOMMnTEE,  REGARDING  OTHER 
ELECTRONIC  INFORMATION  SYSl'EBflS 

A.  Lkiter  From  Sui  BCathib,  DmsaioR,  Ornci  of  Mkdia  Relations, 
The  WmTB  Housi,  Dated  June  26, 1985 

TH£  WHITE  HOUSE 

WASHINGTON 


June  26,  1965 


Dear  Congressman  English: 

I  am  responding  to  your  inquiry  to  Larry  Speakes  about  the  Whit3 
House  News  Service. 

Perhaps  the  News  Service  is  best  described  as  an  information 
service:    an  electronic  bulletin  board  whereby  media  outside  of 
Washington  have  innediate  access  to  materials  provided  to  the 
White  House  press  corps.    These  materials  have  previously  been 
made  available  to  out-of-town  press  by  mail,  a  timely  and  costly 
procedure.    The  News  Service  now  provides  these  releases  to 
out-of-town  press  without  the  delay  normally  associated  with 
traditional  mailings.    Similarly,  federal  and  state  agencies, 
congressional  offices,  law  firms ^  and  corporations  with  interests 
in  Washington  may  also  have  access  to  this  material  if  they  so 
desire. 

For  your  information,  I  am  enclosing  the  following  items:  ITT 
Dialcom  price  schedules,  for  both  government  and  private 
companies;  a  copy  of  the  contract  between  ITT  Dialcom  and  the 
Executive  Office  of  the  President  for  Dialcom  services;  EPUB 
Systems  Manual,  which  describes  how  electronic  publishing  works; 
and  the  GSA  automated  data  and  telecommunications  service 
authorized  teleprocessing  services  program  scheduled  price  list 
—  I  have  attached  paper  clips  on  the  appropriate  pages  for  ^.he 
White  House. 

In  the  first  three  months  of  operation.  White  House  News  was 
accessed  almost  5,000  times.     The  last  figure  we  received  waj 
4,C87  —  for  a  two  month  period.     If  you  need  further  assistance, 
please  don't  hesitate  to  call  me  at  456-2755. 

Sincerely, 

Sue  Mathis 
Director 

Office  of  Media  Relations 


The  Honorable  Glenn  English 
Chairman 

Government  Information,  Justice,  and  Agriculture 

Subcommittee  of  the 
Committee  on  Government  Operations 
B-349-C  Rayburn  House  Office  Building 
Washingtoh,  D.C.  20515 
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ITTDialconilnc. 


1WSpnngSw99t 

SimSfinngMOmO 

001)5^-1572 


IMPROVE  YOUR  WASHINGTON  SOURCES  I ! I 


Several  we*ks  ago,  we  announced  the  new  NHITE  HOUSE  NENS 
SERVICE  to  you  and  other  Media  representatives. 

Now,  this  service  -  and  others  like  it  froai  a  variety  of 
federal  agencies  -  is  available  to  your  news  organization.  They 
put  you  dir«c<-ly  in  touch  with  sons  of  the  best  news  sources 
in  Washington. 

For  only  about  60C  per  ainute*,  yoa  can  receive  news  releases, 
speech  texts,  appointment  announcenents,  interview  transcripts, 
and  MORE,  directly  fron  the  White  House  and  eight  federal  agencies. 
(See  attached  list.)    Muck  of  this  news  deals  with  local  issues 
which  affect  your  audience. 

All  yc'j  need  to  access  these  valuable  sources  is  any  personal 
computer,  word  processor  or  coiiputer  terminal  with  cOMunications 
capability.    You'll  need  a  modem,  too,  to  make  the  connection  to 
your  local  telephone  line.    Access  is  simple  and  convenient. 

To  order  your  subscription,  please  return  the  enclosed  reply 
card.    Your  svbscription  can  start  within  48  hours  upon  receipt 
of  your  reply.    Or,  to  inquire  further,  please  call  800/435-7342. 

Remember,  the  service  brings  you  news  direct  from  key 
Washington  sources  -  the  White  House  and  eight  major  federal 
agencies  -  on  the  same  day  the  news  breaks  in  the  Capital. 

FEDNEWS  18  a  powerful  addition  to  your  news  team I  Sign 


♦  -  FEDNEWS  pricing:    $35/hour,  all  hours;  S25/raonth  wmimum  usage. 


up  now. 


Cordially, 


Robert  Fitzsiamons 
Marketing  Director 


End. 
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mnK  ALL  »ACKAOI>  AM>  >AWM  WflTM  OOtfTRACT  AMD/OH  OWDCW  NUMERS 


1  pATE  or  OAOCR 

2  C0NT1IACT  NO  MTanr/ 

1.  OnOiH  NO 

PAOC  )0f 

9/2  VB3 

GS-OOK-83O2D10O8 

00447 

; 

p......»-itt  A«l  QntrmcU^  Itecin  CEOB-424,  WMhln^ton,  B.C.  20500 


0  AOOOUNTMC  ANO  AmWVflUTION  OATA 


JlJQQia  Div;  107   PC;  72 


t.  •H»To#*-MP«.«-A*»m.wft*;E,^cutive  OffioB  of  the  PiMidant 
726  Jteicscn  PIm,  N.W.,  Miingtoi,  D.C  20503 
jflTMi   J«Hr  r^ahY,  ^OP  W0^^02.  Ptione  (202  )  395-7372 


T  TO  oomthactoh  0 


ITT  Ddalfxm,  XnooEporated 
600  MaryUnd  Auwiue,  S.H. 
Suite  455 

Natiington,  D.C.  20024 
AITO;    Kenneth  W.  Homs 


N/A 


•  TvrtoronoiR 


T.  LBwi3/3.  CoBky,  Ph:  (202)  395-7323 


10  ACQUttmON  NO./PUNOHAtf  AUTMOAITV 


11  fOM  rotm 

 UA^ 


12  OOVfRNMENT  f/LttO 

M/A  


n  OCHEDULt 


U  DCUVERV  TO  f.OM  14  OMCOUNT  TEAMS 
,fOWTONOAKfOAf 


Of*fW 

 w_ 


01 


lleleprooesslng  Servioes  in  sinnrt  of 
tne  "Autooated  Offioe  System"  Project. 

Training  and  Installation  ahall  begin 
at  a  flutually  agreed  to  tine.  The 
period  of  perf oonanoe  fcr  servioes  undei 
this  ocntract  shall  be  f  ran  the  date  of 
the  order  through  Septeater  30,  1983. 

Hie  Gowzrnent  plans  to  exBrcise  an 
option  againrt  the  FYS  3  TSP  contract 
for  services  ir  Fy84  estimated  at 
$250,000.00.   Finding  fcr  this  cpticn 
vnll  be  oonfumed  av  a  later  date* 


$1,000.0) 


10  CLASSiFiCATlON      [3s**ALL  lUtlNEtt 


->  SMALL  lUSINtSS 


sec 

BtLLWO 
INSTRUC- 
TtONtON 
AlVERSC 


17  SNiPfiNG  POINT 


II  CftOSSSrttPftNOWCIOHT  It   INVOICE  NO 


IB  CMTMif 
Irwn 


NOT  TO 


JO  MAiL«vt>iC£TO/w'«A/;^oM»/E»cutive  OffioB  of  the  President^ 

DC  20503  


ii  (ii 

$1,000. 00|<4  tStaP 


VUBSEIL  T.  PEVTCN 

TITLE   COWTRACTING/OWOEmNO  OrFICCR 
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AMmOMM  OF  SOUCITATfON/MODinCATION  OF  COKTRAa 


10/1/83 


RZZ-I649 


EMcubivtt  OCfiot  of  tte  PnsiSiE 
QCfiaB  of  Mtrin1»trtlcn>  ProcuramBnt 
«d  Odntnota,  Rxn  424,  CBCB 
WMhingtcn,  D.C.  20500 


J 


r 

ITT  DLalocn,  Inoocporated 
iUnm  600  Muylmd  A«iub,  S.W. 
SJlir*'    Sulta  455 


L 


Hnhington,  D.C.  20024 


J 


□ 


groNHucf/OMn  mo  i]13AAl. 


9/;23/B3 


t  Mt  noo(  MnOi  OMI*  TO  A 


wad  n 


■  MAY  mmu  m  MJKNOH  or  vom  orrm  >.  br 


k  rAwii  or  row  tcutv^iaonumm  r 


1140030  DLv:  107  (ASD)    OC:  72 


-  $5,000.00 


I  rm  mocM  tmm  omy  to  mocmdmow  or  cftWicm'OtM 

M£j  ^fwo^... — 1-^..  Hia  orliitnal  nnVr  anri  parayraph  n.ll-b.  nf  »h»  >asr 


1.   lh«  foUowing  pangzaiitf  further  define  the  order  in  aocordanae  with  QerMzal  ServioM 
Actalmstrstian'ft  TteLBpioasssiiig  SezvltibB  Progran  (TSP)  Kanlxxic: 

a.   Aithority  to  pluae  the  TSP  Sdhedula  ocdBr  was  grcited  by  GSA  isxtor  the  provisiont 
of  OtoiqpocKy  Regulation  64. 


b.  This  is  a  syatHS  lite  ccder  issued  in  aaxcdanoe  with  paragraph  D.ll.b.  of  the 
GSA  SdMduls  000X830201006  and  is  m^ix^  to  renewal  on  a  fiscal  y«ar  bMis. 
In  aocxEdanoe  with  SoHrrttation  IS-J^Q/DS,  the  systans  life  order  has  cptions 
to  xmew  for  fiscal  years  19S4  «d  1985. 

c.  Pursuant  to  the  texne  of  the  GGA  Schedule,  piynent  fcr  servioes  will  be  Mdi  by 
GSA,  m  Find  Branch.   Mpaa  rebiUing  lay  GSA,  the  designated  agency  paying  offiae 
vlU  seijdMne  GSA  in  the  fuU  Mount  bUlsd. 


2.   Ohe  GcHwnment  hezaby  ewncises  the  option  to  extend  the  contract  for  fiscel  year 
1984  beglming  October  1,  1963  and  ending  Saptaenber  30,  1964. 


m 

:  w^Kf^^^i — 

If  mm  M»  nw  or  mm  tr^^mtHmt               u  tAii  lo* 

KANCTf  C.  ROIH  M/19/i3 

Jc-iei 
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B.  Letter  From  Janet  L.  Norwood,  Commissioner  tor  Bureau  of 
Labor  Statistics,  U.S.  Department  of  Labor,  Dated  June  26, 


Honorable  Glenn  English 

Chairman,   Subcommittee  on  Government 

Information,  Justice,   and  Agriculture 
Committee  on  Government  Operations 
House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman; 

I  am  responding  to  your  letter  of  June  7,   requesting  information 
about  the  Bureau  of  Labor  Statistics  program  of  making  its  news 
releases  available  electronically. 

As  th-*  government's  principal  fact-finder  in  the  field  of  labor 
economics,  the  Bureau  produces  and  disseminates  a  number  of  key 
economic  indicators,   including  the  Consumer  Price   Index,  the 
Producer  Price  Index,  and  the  Employment  Situation.  These 
indicators  are  widely  used  by  government,   industry,  and  labor  to 
adjust  payments,  escalate  contracts,   and  to  make  economic  policy 
decisions . 

BLS  makes  this  information  available  to  the  press  a.id  other  users 
in  the  form  of  news  release'  .     (A  full  list  of  regular  BLS  releases 
and  scheduled  release  dates  is  enclosed.)     Members  of  the  working 
press  pick  up  the  news  releases  immediately  upon  release  at  the 
Department  of  Labor  information  office.     Other  users  receive  the 
releases  later,  by  mail  or  through  BLS  periodicals. 

In  November  1982,  we  established  the  BLS  Electronic  News  Release 
Service  to  tiake  it  possible  for  all  users  to  gain  immediate  online 
access  to  ma^or  BLS  releases.     BLS  does  not  charge  users  for  the 
data  in  these  releases.     Users  pay  only  the  cost  of  accessing 
releases  they  want  from  the  computers  in  which  the  releases  are 
stored.     Because  BLS  dues  not  operate  its  own  mainframe  computers, 
users  of  the  BLS  Electronic  News  Release  Service  access  the 
releases  through  a  computer  service  center  with  which  BLS  has  a 
time-sharing  arrangement.     Users  contract  with  this  center, 
operated  by  Electronic  Oata  Systems,   for  the  right  to  access  BLS 
releases  online,  paying  only  for  thr  actual  computer  time  used,  at 
the  average  rate  of  $15  per  hour.     Ihore  .s  no  standard  or  minimum 
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fee.     The  cost  per  release  depends  on  the  length  of  a  release, 
speed  of  transmission,   and  type  of  equipment  used.     Typical  access 
costs  range  from  $6  to  $30  per  release.     A  user  who  occasionally 
wants  to  access  only  a  portion  of  a  release  may  incur  lower  costs. 
BLS  maintains  full  control  of  the  content  of  the  releases  and  of 
their  release  schedule. 

Currently,   13  banks,  research  firms,  information  vendors,  other 
firms  and  labor  unions  use  the  BLS  News  Release  Service  regularly. 
More  than  200  other  business,  news,   and  information  organizations 
have  asked  for  information  about  the  service. 

If  you  have  further  questions  about  the  BLS  News  Release  Service, 
please  contact  me  or  Henry  Lowenstern,  Associate  Condnissioner , 
Office  o^  Publications. 

Sincerely  yours. 


JANLT  L.  NORWOOD 
Comnissioner 
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U.S.  Department  of  Labor 


Bureau  of  Labor  Statistics 
441  G  Street  N  'V 
Washington.  0  C  20212 


February  1985 


BLS  NEWS  RSLEAS7  SCHEDULE  FOR  1985  (Tentative) 


The  Employment  Situa*-  on 

January  9 

8 

:30 

A.M. 

Producer  Price  Indexes 

January  Ix 

8i30 

A.M. 

State  and  Metropolitan  Area 

Employmenu  and  Unemployment 

Janu^kry  15 

Immediate 

Consumer  Price  Index 

January  23 

8 

:30 

A.M. 

Retail  Food  Price  Index, 

Washington,  D.C.,  Area 

January  23 

8 

:30 

A.M. 

Consumer  Prices:     Ene* gy 

and  Food 

Jtinuary  23 

2 

:00 

P.M. 

Real  Earnings 

January  23 

2 

:00 

P.M. 

Ma^or  Collective  Bargaining 

Agreements 

January  24 

10 

:00 

A.M. 

Earnings  of  Workers  and 

Their  Families 

January  28 

10 

:00 

A.M. 

Productivity  and  Costs 

January  29 

10 

:00 

A.M. 

Emoloyment  Cost  Index 

January  29 

10 

:00 

A.M. 

Impor*-  and  Export  Price 

Indexes 

January  ^  _ 

10 

:00 

A.M. 

The  ^ployment  Situation 

F*"  bruary  1 

8 

:3i. 

A.M. 

State  and  Metropolitan  Area 

Employment  and  Unemployment 

February  12 

Immediate 

Producer  Price  Indexes 

February  15 

8 

:30 

A.M. 

Consumer  Price  Index 

February  26 

8 

:30 

A.M. 

Cons'jmer  Price  Index,  Washington, 

D.C.,  Area 

February  26 

8 

:30 

A.M. 

Consumer  Prices:  Energy 

and  Food 

February  26 

2 

00 

P.M. 

Real  Earnings 

February  26 

2 

:00 

P.M. 

Productivity  and  Costs 

February  28 

10 

00 

A.M. 

The  Employment  Situation 

March  8 

8 

:30 

A.M. 

Producer  Price  Indexes 

March  15 

30 

A.M. 

State  and  Metropolitan  Area 

Employment  and  Unemployment 

March  i9 

Immediate 

Consumer  Price  Index 

March  22 

8 

:30 

A.M. 

Retail  Food  Price  Index, 

Washington,  D.C.,  Area 

Mrrch  22 

8 

30 

A.M. 

Consumer  Prices:     Eneigy  and 

Food 

March  22 

2 

00 

P.M. 

Real  Earnings 

March  22 

2 

00 

P.K 

35 


ERIC 


529 


Thd  Eniployinent  Situation 

April 

e 

J 

8:30 

A.M. 

Producer  Price  Indexes 

April 

8:30 

A.M. 

State  and  Metre politan  Area 

Bmployinent  and  Uneinploynient 

April 

16 

Immediate 

Consuiner  Price  Index 

April 

23 

3:30 

A.M. 

Consumer  Price  Index »  Washington » 

D. C . y  Area 

April 

23 

8:30 

A.M. 

Conscjner  Prices:    Energy  and 

Food 

April 

23 

2:00 

P.M. 

Real  Earnings 

April 

23 

2--'-l 

P.M. 

Productivity  and  Costs 

April 

25 

10. oO 

A.M. 

Major  Collective  Bargair  .n<j 

Agr  e<(inent  s 

April 

26 

10:20 

A.M. 

En^lo^  nent  Cust  Index 

April 

30 

10:00 

A.M. 

U«S.  *i2xport  and  Import  Price 

Indexes 

Not  yet  scheduled 

New  releases  on  earnings  of 

workers  and  of  f ami 1 les 

Not  yet  scheduled 

The  Employment  Situation 

May  3 

8:30 

A.M. 

Producer  Price  Index'^s 

May  10 

8:30 

A.M. 

State  and  Metropolitan,  Area 

Employment  and  Unemployment 

May  14 

Immediate 

Consumer  Price  Index 

May  21 

8:30 

A.M. 

Retail  Food  Price  Index, 

Washington r  D.C,  Area 

May  21 

8:30 

A.M. 

Consumer  Prices:     Energy  and 

Food 

May  21 

2:00 

P.M. 

Real  Earnings 

May  21 

2:00 

P.M. 

Productivity  and  Costs 

May  29 

10:00 

A.M. 

The  Employment  Stituation 

June 

7 

8:30 

A.M. 

Producer  Price  '''ndexes 

June 

14 

8:30 

A.M. 

State  and  Metre  olitan  Area 

Employment  anrt  Unemployment 

June 

18 

Immediate 

Consumer  Pr'lce  Index 

June 

20 

8:30 

A.M. 

Consumer  Price  Index ^  Washington, 

D « C « r  Area 

Jur  e 

20 

8:J0 

>  M. 

Consumer  Prices:     Energy  and  Food 

June 

20 

2:00 

P.M. 

Real  Earnings 

June 

20 

2:00 

P.M. 

The  Employment  Situation 

July 

5 

8:30 

A.M 

Producer  Frice  Indexes 

July 

12 

8:30 

A.rf. 

Scate  and  Metropolitan  Area 

Employment  ft-*d  Unemployment 

July 

16 

Immediate 

Consun.er  Price  Index 

July 

23 

8:30 

A.M. 

Retail  Food  Price  Index,  Washington, 

D.C.,  Area 

July 

23 

8:30 

A.M. 

Consumer  Prices:     Eneray  and 

Food 

July 

23 

2:00 

P.M 

Real  Earnings 

July 

23 

2:00 

P.M. 
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Productivity  and  Costs 

July  . 

10:00 

A.M. 

Ma}or  Collective  Bargaining 

Settlements 

July  25 

iO:OC 

A.N. 

Employment  Cost  Index 

July  30 

10:00 

A.N. 

U.S.  Export  and  Import  Price 

Indexes 

Not  yet 

Scheduled 

New  releases  on  earnings  of 

workers  and  of  families 

Not  yet 

Scheduled 

The  Employment  Situation 

August 

2 

8:30 

A.N. 

Producer  Price  indexes 

August 

9 

8r30 

A.N. 

State  and  Metropolitan  Area 

Employment  and  Unemployment 

August 

13 

Immediate 

Consumer  Price  index 

August 

22 

8:30 

A.N. 

Consumer  Price  Index,  Washington, 

D.C.,  Area 

August 

22 

8:30 

A.N. 

Consumer  Prices:    Energy  and 

Food 

August 

22 

2:00 

P.N. 

Real  E(.*-nings 

August 

22 

2:00 

P.N. 

Productivity  and  Costs 

August 

27 

10*00 

A.N. 

The  Employment  Situation 

September  6 

8:30 

A.N. 

Producer  Price  Indexes 

September  13 

8:30 

A.N. 

State  and  Metropclitan  Area 

Employment  and  Unemployment 

September  17 

Immediate 

Consumer  Price  Index 

September  24 

8:30 

A.N. 

Retail  Food  Price  Index,  Washington, 

D.C.,  Area 

September  24 

8:30 

A.N. 

Consumer  Prices:    Energy  and 

Food 

September  24 

2:00 

P.N. 

Real  Earrings 

September  24 

2:00 

P.M. 

The  Finployment  Situation 

October 

4 

8:30 

A.f 

Producer  Pri^e  indexes 

October 

11 

8:30 

A.M. 

Sta  e  and  Metropolitan  Area 

Eniploymen*-.  and  Unemployment 

October 

16 

Imnediate 

Consumer  Price  index 

October 

23 

8:30 

A.M. 

Consumer  Price  Index,  Washington, 

D.C.,  Area 

Oc cober 

23 

8:30 

A.M. 

Consumer  Prices?  Energy  and  Food 

October 

23 

8:30 

A.M. 

Real  Earnings 

October 

23 

2:00 

P.M. 

Productivity  and  Costs 

October 

28 

10:00 

A.M. 

Ma}or  Collective  Bargaining 

Settlements 

October 

28 

10:00 

A.M. 

Employment  cost  Index 

October 

29 

10:00 

A.M. 

U.S.  Fxport  and  Import  Price 

Indexes 

Not  yet 

scheduled 

New  releases  on  earnings  of 

workers  and  of  families 

Not  yet 

scheduled 

181 


November 

1 

8:30 

A.M. 

State  and  Natropciitan  Area 

Bnploynent  and  Unenployment 

November 

13 

Immediate 

jc«r  Price  Indexes 

November 

15 

8:30 

A.M. 

Consiuner  Price  Index 

November 

22 

8:30 

A.M. 

Retail  Food  Price  Index,  Washingtcn, 

D.C.,  Area 

November 

22 

8:30 

A.M. 

Consumer  Prices:    Energy  and 

Food 

November 

22 

2:00 

P.M. 

Real  Earnings 

November 

22 

2:00 

P.M. 

Productivity  and  Costs 

December 

2 

10:00 

A.M. 

Alio      GmII^  X          AIICll  ^  WXl.Uvli«X\,rlI 

5 

8:30 

A.M. 

Producer  Price  indexes 

December 

13 

8:J0 

A.M. 

State  and  Metropolitan  Area 

Employment  and  Unemployment 

December 

I , 

Immediate 

Consumt^r  Price  index 

December 

20 

8:30 

A.M. 

Consumer  Price  Index,  Wac^^^ngton, 

D.C.,  Area 

December 

20 

8:30 

A.M. 

Consumer  Prices:    Ener  y  and 

Food 

December 

20 

2  300 

P.M. 

Real  Earnings 

December 

20 

2:00 

P.M. 

The  Employment  Situation 

January 

8, 

L986 

Producer  Price  ir.dexes 

January 

10, 

1986 

State  and  Metropolitan  Area 

Employment  and  Unemployment 

January 

14, 

1986 

Consumer  Price  index 

January 

21, 

1986 

Cosumer  Price  Index,  Washington, 

D.C.,  Area 

January 

21, 

1986 

Consumer  Prices:     Ener jy  and 

Food 

January 

21, 

1986 

Real  Earnings 

Jauuary 

21, 

1986 

Othei  January  1986  releases  are  not  yet  scheduled 
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C.  Letter  From  David  P.  Prosperi,  Absiotant  to  the  Secretary 
AND  Director  of  Pubuc  Affairs,  U.S.  Department  of  the  Inte- 
rior, Dated  July  15, 1985 

United  States  Department  of  the  Interior 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.  2024O 

JUL  1 5  1985 


Honorable  Glenn  English 

U.S.  House  ot  Representatives 

Washington,  D.C.  20515 

Dear  Mr.  English: 

Se':!;»tary  Hodel  has  asked  me  to  respond  to  your  request  of  June  7,  1985,  for 
inforniation  about  the  Department  of  the  Interior's  new  electronic  news  service. 

The  system  was  established  in  March  of  this  year  in  an  effort  to  speed  delivery 
of  Interior  news  releases  and  speeches  and  reduce  costs  for  their  dissemination. 

Over  the  last  two  years,  many  news  organizations,  trade  associations,  special 
interest  groups.  Congressional  offices  and  other  organizations  have  found 
electronic  nCrfS  sources  and  data  bases  to  be  particularly  useful.    In  fact,  12 
Congressional  offices  are  currently  testing  this  same  system  with  ITT's  Diakom. 
All  of  this  IS  made  possible  through  word  processors  or  computers  equipped  with 
communications  capability.     A  news  release  or  other  timely  information  that 
would  normally  take  two  or  three  days  to  receive  in  the  mail,  takes  only  seconds 
via  elP-*ronic  mail  sent  directly  to  home  or  office. 

The  Department  of  the  Interior's  news  releases  are  put  into  ITT's  Dialcom  system 
and  automatically  classified  under  the  "Interior  Department  Electronic' News 
Service."    All  news  releases  remain  unedited.    This  service,  along  with  similar 
services  from  other  federal  agencies,  is  available  commercially  to  more  than 
100,000  Dialcom  subscribers  across  the  country.    Government  agencies  pay  for  the 
cost  of  ^lacing  the  releases  on  the  system  while  the  user  (individual  or 
organization)  is  charged  for  tak »ng  them  off.    All  rates  are  in  accordance  with 
the  Government  wile  GSA  contract  (GS-OOK-8402-S-1081).    It  costs  only  a  few 
cents  to  enter  or  remove  a  news  release  depending  upun  its  length. 

The  National  Press  Club  has  recently  undergone  extensive  renovation  and  is 
attempting  to  publicize  the  varied  news  and  research  systems  in  its  new  library. 
Under  a  special  arrangement,  each  afternoo.i  the  Department  electronically  sends 
all  Its  news  releases  to  the  Press  Club  I'.brary.    There,  a  list  of  titles  is 
prominently  posted  adjacent  to  the  often  read  AP  and  UP  I  tickers.    If  a  reporter 
wants  to  read  the  entire  text  of  an   lienor  release,  it  can  be  called  up  by 
screen  or  printed  out  in  hard  copy  in  the  library.    The  arrangement  has  ITT's 
Dialcom  providing  a  terminal  and  printer  to  the  National  Press  Club  library  in 
addition  to  conducting  training  sessions  on  how  to  use  the  system.    To  encourage 
use  of  the  service.  Interior  has  also  stopped  the  hand  delivery  of  its  news 
releases  to  about  30  different  offices  ^n  the  National  Press  Building.  This 
saves  an  Interior  messenger  about  10  hours  a  month.    Interior  pays  for  the  cost 
of  removing  DOI  newnrf1»ftel9|lV*IAl(YO^^  iTlli^l^^ess  Club  building.  For 
April,  the  cost  was'>6a.uO.       '  ' 
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Interior  maintains  complete  control  over  the  editorial  content  of  the  material 
it  enters  on  the  system.    However,  it  should  be  noted      t  all  of  the  material 
available  through  the  electronic  news  service  is  in  U,.  public  domain  and  is 
available  by  mail  or  messenger  to  news  media  and  other  c^^nstituent  groups. 

The  system  is  working  fairly  well.    More  than  than  40  inquiries  were  received  as 
a  result  of  an  announcement  about  Interior's  electronic  news  service  including 
several  from  trade  groups,  government  agencies.  Congressional  offices,  as  well 
as  news  media  representatives. 

In  the  future,  the  Department  of  the  Interior  plans  to  include  current  speeche: 
and  policy  statements  on  the  service. 

We  feel  this  system  has  tremendous  potential,  and  we  see  much  greater  use  of  It 
in  the  coming  years.    One  obstacle  slowing  news  media  use,  however,  is  a 
reluctance  on  the  part  of  the  print  media  to  use  electronic  systems.  After 
years  of  having  paper  copies  hand  delivered  to  their  offices,  reporters 
naturally  don't  want  to  change.    But  with  costs  for  printing,  postage,  and 
messenger  delivery  continuing  to  rise,  we  believe  that  it  is  only  a  matter  of 
time  before  this  type  of  system  will  become  standard  operating  procedure. 

If  you  have  any  further  question  on  this  effort,  Alan  Levitt  in  our  Public 
Affairs  Office  can  be  of  help.    He  ca  .  be  reached  at  343-3171. 


Sincerely, 


David  P.  Prosperi 
Assistant  to  the  Secretary 
and  Director  of  Public  Affairs 
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D.  Letter  From  Chairman  John  Warren  McGarry,  Federal 
Election  Cobcmission,  Dated  September  30, 1985 


The  Honorable  Glenn  English 
Chairman 

Government  Information,  3ustice,  and 
Agriculture  Subcom  mittee 
Committee  on  Government  Operations 
House  of  Representatives 
Washington,  D.C.    205  i  3 

Dear  Mr.  Chair mani 

The  Federal  Election  Commission  is  pleased  to  provide  you  with  information  you 
have  requested  regarding  its  program  of  public  electronic  access  to  information. 
The  following  ar*  brief  responses  to  issues  you  have  identified.  They  are 
supplemented  by  an  Information  packet  which  we  provide  to  interested  parties 
describing  data  available  in  the  program. 

1)    The  origin  of  the  decision  to  allow  public  access  to  computerized 


Since  1975,  the  Federal  Election  Commission  has  served  as  the  depository  for 
federal  campaign  finance  disclosure  reports  filed  by  candidates  and  political 
committees.  Selected  information  from  these  reports  is  entered  into  the 
Disclosure  Data  Base  for  purposes  of  indexing  documents  on  the  public  record  and 
summarizing  information  contained  on  the  thousands  of  reports  received  in  each 
election  cycle.  This  information  is  available  to  the  public  in  a  variety  of  forms 
including  microfilm  copies  of  reports  themselves,  hard-copy  computer  indices 
listinf  documents  and  financial  activity,  and  computer  tapes  containing  summary 
information  on  completed  election  cycles.  From  Its  inception,  the  Commission  has 
operated  a  storefront  Public  Records  Office  where  the  public  can  receive  and 
review  information  taken  from  the  disclosure  reports,  along  with  the  reports 
themselves.  The  evolution  of  our  process  of  dissemination  of  information  has 
la.gely  resulted  from  evolution  in  technology  available  to  the  Commission  and 
some  users  of  the  data. 

In  response  to  requests  from  a  variety  of  users  of  Commission  information, 
the  FEC  began  providing  computer  tapes  containing  campaign  finance  data  under 
tl  e  Freedom  of  Information  Act  in  1980.  All  information  included  on  the  tapes  is 
taken  from  disclosure  reports  filed  by  political  committees  and  others  involved  in 
campaign  finance  activity,  and  is  available  for  both  current  and  previous  election 
cycles. 
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More  recently,  in  response  to  requests  by  tute  election  offidalSy  the 
Commission  initiated  a  program  of  remote  access  t)  portions  of  the  Oisdoture 
Data  Base  via  a  telecommunications  network.  CuT^tly,  ten  elections  offices  in 
nine  states  are  able  to  receive  formatted  indices  listing  documents  filed  by 
campaigns  and  committees,  along  with  certain  information  on  contributions  by 
individuals  and  committees* 

As  other  users  have  expre'  i  interest  in  obtaining  information  using 
telecommunications,  the  CommUsic  las  developed  a  process  by  which  the  general 
public  can  access  directly  information  already  included  in  the  Commission^ 
Disclosure  Dau  Base,  litis  service,  which  is  available  by  means  of  the  Freedom  of 
Information  Act  request,  simply  represents  another  method  by  which  the 
Commission  distributes  campaign  finance  information.  We  expect  that  this  service 
wUl  be  especially  helpful  to  tho9e  individuals,  youps  and  organizations  regularly 
utilizing  computerized  technology. 

2)  The  type  of  records  that  are  available. 

The  Direct  Access  Program  provides  information  on  two  basic  types  of 
organizations;  Federal  candidates  and  their  campaigns,  and  political  committees 
and  others  involved  in  federal  campaign  finance.  Listings  of  documents  filed  by 
these  organizations,  their  cveraU  finaiKlal  activity,  and  particular  contributions 
from  individuals  and  committees  to  campaigns  or  other  filers  are  presented  In  a 
vaiiety  of  formats.  A  more  detailed  description  of  the  alternatives  available  is 
included  as  an  appendix  to  this  letter. 

3)  The  nature  of  the  retotioraliip  between  the  FEC  and  its  computer 
services  contractor. 

The  Commission  is  currently  operating  under  a  computer  facilities  contract 
awarded  in  1979.  Under  the  terms  of  that  contract,  the  Commission  develops  and 
maintains  the  Disclosure  Data  Base  and  application  software  while  the  contrtetor 
provides  hardware  and  operations  support.  The  vendor  makes  available  a  separate 
system  ^  which  se!ect<»d  files  of  information  are  stored,  along  wich  access  ports 
for  telecommunications  at  a  cost  agreed  upon  by  the  Commission  and  the  vendor. 
These  costs  are  borne  by  the  Commission  for  connection  with  sUte  election 
offices,  and  by  each  user  under  the  Direct  Access  Program  for  general  use. 

#)    The  procedures  for  the  acMnlstratoi  of  the  pMkc  mootm  propwn. 

Requests  for  direct  access  are  made  under  the  Freedom  of  Information  Act. 
Payment  is  made  at  the  time  of  the  lequest  either  for  a  specified  number  of  hours 
or  for  unlimited  usage  by  month.  (The  system  is  available  for  Direct  Access 
between  10  ajn.  and  10  p.m.  Eastern  time  Monday  through  Friday.)  Checks  are 
made  payable  directly  to  the  vendor  in  accordance  w*th  a  decision  of  the 
Comptroller  General  of  the  United  States  received  by  the  Commission  In  1982  (Pilet 
B-205151).  Payment  is  received  by  the  Commission,  which  establishes  access  ID'S 
and  monitors  connect  time  for  accounting  purposes. 
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A    Cost  to  the  Comnibikm  and  to  the  pMic. 

Procedures  aUowing  lor  direct  payment  to  the  vendor  by  uiers  results  In 
minimal  direct  cost  to  the  Commission.  Storage  of  information  on  a  separate 
system  used  for  Direct  Access  was  originally  made  available  for  access  by  sute 
election  officials.  As  such,  there  is  no  additional  cost  to  the  Commission  for 
accett  to  these  files  by  other  users. 

Administrative  procedures  are  essentially  the  same  as  those  In  effect  for 
other  FOIA  requests.  While  this  program  has  resulted  in  an  Increase  in  the  number 
of  these  requests,  and  therefore  greater  staff  resources  required  to  meet  tfiem,  the 
value  of  the  program  in  terms  of  enhanced  public  access  to  the  Commission 
information  is  consistent  with  the  overall  mission  of  the  agency. 

0    Any  restrictions  on  uw  or  resale  o<  FEC  files  that  are  imposed  on  the 
contractor  or  pUbUc  uMra. 

In  accordance  with  the  current  facilities  management  contract,  all  PEC  files 
and  data  are  the  property  of  the  Commission  and  the  venoor  is  precluded  from 
using  that  information  for  other  purposes.  All  users  of  information  contained  on 
reports  filed  with  the  Commissicn  are  restricted  in  that  information  about 
individual  contributors  to  candidat  s  or  committees  taken  from  reports  filed  at  the 
FEC  cannot  be  used  for  soUciUtion  or  other  commercial  purposes  (see  2  U.S.C., 
Section  *3S  (aX*)). 

Please  feel  free  to  contact  the  Commission  should  you  have  other  questions 
or  require  additional  information. 


3ohn  Warren  McGarry 
Chai'nnan 
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FEDERAL  ELECTION  COMMISSION 

aaSminCTOs  OC  20*6} 


FEE  SCHEDULE  FOR 
FREEDOM  OF   INFORMATION  DIRECT  ACCESS  PROGRAM 

Fee  oust  be  paid  in  advance  by  check,  made  payable  co  National  Data 
Corporation*  and  enclosed  vlth  the  request  for  the  Direct  Access 
Program. 


FULL  OSAGE 


$1>000  per  calendar 
month 


Unlimited  usage*  Monday?    hrough  Fridays*    10  a.m.  to  10  p. a.  EX 


HOURLY  USAGE 

User  determines  the  number    of  hours*  of  service  desired. 

C  sr  is  $50  per  hour  of  usage  vlth  a  one  hour  minimum  fcr  eacn 
FOIA  request. 

Accounting  is  based  on  actuaj  minutes  uspd  with  a  no  minimum  charge 
per  connect. 

Refunds  oi  unused  time  will  be  avallablz  at  the  rate  of  $12.50  for 
each  complete  13  minute  period  nut  used. 


EXAMPLES  OF  HOURLY  USAGE  AND  CHATCES 


Request  for  two  hours 

One  connect  of  23  minutes 

One  connect  of  one  hour  15  minutes 

One  connect  of  20  minutes 

TOTAL  OF  120  HINTTES 


Request  for  tvo  hours 

One  connect  of  33  minutes 
One  connect  of  one  hour 

five  minutes 

TOTAL  OF  98  MirOJTES  USED 

User  would  be  eligible  for  refund  of 
$12.30  for  on«  complete  13  minute 
Increment  remaining. 


USER  WILL  BE   ADVISED  AS  FUND   RUNS  LOW 
FOI  requests   for  renewal  bus t  al low  3  working  days   for  processing 
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SAMPLE  OF  PROPOSED  LETTER  TO  REQUEST  DIRECT  ACCESS  PROGRAM 

FOR  HOURLY  USE 


Freedon  of  Information  Officer 
Federal  Election  Commission 
1325  K  Street,  NVf 
Washington,  D.  C.  20463 

RE:    FREi3)0M  OF  INFORMATION  ACT  REQUEST 
DIRECT  ACCESS  PROGRAM 

Sir: 

Under  provisions  of  the  Freedom  of  Informanlon  Act,  I  (%«)  wish  to 
make  use  of  the  Federal  Election  Connnlsslon's  Direct  Access  Program. 

Enclosed  Is  my  (our)  check  In  the  amount  of  $   covering  an 

estimated   hours  use  of  the  system  at  a  cost  of  $50  per  hour 

of  use  with  a  one  hour  minimum  for  each  FOI  request.    I  understand  that 
accounting  la  based  on  actual  minutes  used  with  no  ninimtvm  charge  per 
coimect,  and  thit  use  Is  to  be  bctveen  the  hours  of  10  a.m.  to  10  p.m. 
Eastern  time,  Mondays  through  Fridays.    The  check  Is  made  payable  to 
National  Data  Corporation. 

I  (Mr.,  Mrs.,  Miss,  Ms  )  will  be  the  contact 

and  may  be  reached  at  telephone  number  .    Please  advise  ma 

(him,  her)  of  any  matters  relating  to  this  request. 

Sincerely 
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SAMPLE  OF  PROPOSED  LETTER  TO  REQUEST  DIRECT  ACCESS  PROGRAM  UNDER  FOIA 


FOR  FLTX  HDNTH  USAGE 


Freedom    of  Infonoacion  Officer 
Federal  Eleccioa  Conrntilssioa 
1325  K  Street,  NW 
Washlngtoa,  D.  C.  20A63 


RE:  FREEDOM  OF  INFORMATION  ACT  REQUEST 


Direct  Acces«  Program 


Sir: 


Under  provisions  of  the  Freedom  of  Information  Act,  I  (ve)  vish  to 
make  use  of  the  Federal  Election  Comaiission*8  Direct  ArcesH  Program. 

Enclosed  is    my  (our)  check  in  the  amount  of  $1,000  covering  utilization 
of  the  system  for  a  calendar  month,  Mondays  through  Fridays,  between  the  hours 
of  10  a.m.  and  10  p.m.  Eastern  time.    The  check  Is  made  payable  to 
National  Data  Corporation. 

I  (Mr.,  Mrs.,  .Hiss,    Ms.  )  will  be  the  contact 

and  may  be  reached  at  telephone  number   .    Please  advise 

me  (him, her)  of  any  matters  relating  to  this  request. 


Sincerely 


BEST  COPY  AVAILABLE 
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E.  Lktter  From  John  R  Murphy.  Assistant  Administrator  for 
Legislattvb  Affairs,  National  aeronautics  and  Space  Adbon- 
iSTRATiON>  Dated  Novebiber  21, 1985 

IVIASA 

NatKx^  Aeronautics  and 
Space  AdrmntstratKxi 

Mtehington,  D  C 
20546 


C:LM:C17nO;A57049f 


Honor«bU  Glenn  English 
ChalHMn 

Subcoiwlttee  on  Government  InfonBatlon,  21  ikte» 

Justice,  and  Agriculture  '^W 
Conmlttee  on  GovernMent  Operations 
House  of  Representatives 
Washington,  D.C.  20515 


Dear  Mr.  Chairman: 

The  folio*    ^      forwarded  in  response  to  your  letter  of  September  30, 
1Q85,  requesting  Infomatlon  on  publicly  av  liable  electronic  data  bases  at 
NASA. 

The  Space  Act  of  1958  chartered  NASA  "...to  provide  for  the  widest 
practicable  and  appropriate  dissemination  of  Information  concerning  NASA's 
research  activities  and  their  results."    NASA  developed  the  government's 
first  online  technical  Information  retrieval  system,  which  operates  today 
as  NASA/RFCON.    As  described  In  attachment  A,  NASA/RECON  makes  NASA's 
aeronautics  and  space  data  base  more  accessible  to  the  aerospace  research 
community  of  NASA,  other  government  agencies,  and  their  contractors. 

Access  points  to  NASA/RECON  currently  total  467  terminals  or  passwords. 
Access  Is  restricted  to  NASA  Headquarters  and  Centers,  NASA  contractors, 
other  Federal  agencies  and  their  aerospace  contractors,  and  universities 
with  courses  In  aerospace  and  engineering.    NASA  Industrial  Application 
Centers,  which  serve  the  public,  do  access  the  RECON  system  directly  on 
behalf  of  those  with  whom  they  are  working. 

User  charges  for  NASA/RECON  services  are  as  follows: 

Enrollment  fee  $60/year 

Annual  Kslntenance  Fee  $60/year 

Searc;.  Time  $24/connect  hour 

Telenet  $i3/connect  hour 

Citation  Printing  $0.05/c1tat1on 

Off<;1te  Tralninc  $50/person 

NASA/RECON  and  the  data  base  are  fna1ntai,>ed  under  contract  by  RMS 
Asaociates  as  the  contractor  operator  of  the  government-furnished  NASA 
Scientific  and  Technical  Infonnatlon  Facility  (STIF).    User  charges  are 
collected  by  the  contractor,  based  on  thp  prorated  cost  of  the  services 
provided.  Including  all  hardware,  software  maintenance,  and  operating 
costs. 
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There  are  no    .-of Its  associated  with  RECON  usage  charges  by  STIF,  as  they 
recover  prorated  costs  of  services  provided.  In  accordance  with  current 
guidelines  governing  Federal  ADP  cost  recovery  requirements.    All  re^^enues 
collected  are  used  to  offset  the  cost  of  the  operations  contract  of  the 
STIF  to  NASA.    The  contents  of  the  data  base  are  the  property  of  the  U.S. 
Government. 

Restrictions  on  resale  or  redistribution  of  data  are  covered  In  the 
contract  the  user  signs  with  STIF  before  receiving  acces,;  to  RECON,  (see 
Attachment  B,  Paragraphs  5  and  6): 

"Access  is  permitted  only  within  the  U.S.  and  to  U.S.  citizens, 
unless  specifically  authorized.    If  citations  are  printed,  the  output 
must  be  similarly  restricted. 

"The  user  agrees  not  to  sell  or  lease  any  Infomatlon,  data  and/or 
printouts  obtained  under  tnis  agreesiFnt  unless  specifically 
authorized." 

In  addition  to  the  foregoing  access  provided  via  RECON  oper^^ted  at  STIF, 
commercial  distribution  of  a  portion  of  the  data  base  Is  covered  under  a 
broad  contract  with  the  American  Institute  of  Aeronautics  and  Astronautics 
(AIAA)  In  New  York.    This  contract  grants  to  the  AIAA  exclusive  rights  to 
create  a  project  for  marketing  a  portion  of  the  entire  data  base  which  is 
referred  to  as  the  Aerospace  Data  base.    This    Je  Is  a  combined  tcpe 
version  of  what  has  been  previously  published  In  two  abstract  Journals, 
Scientific  and  Technical  Aerospace  Reports  (STAR)  and  Interr/tlonal 
Aerospace  Abstracts  UAA). 

The  agreement  was  entered  Into  on  the  condition  that  AIAA  bear  all 
marketing  and  operating  expenses  Incurred  on  the  special  project,  with  any 
proceeds  of  the  marketing  project  In  excess  of  said  expenses  being  used  to 
defray  costs  of  producing  the  data  base.    Since  the  Marketing  project  Is 
just  underway,  and  only  one  vendor  (Lockheed  DIALOG)  has  begun  to  provide 
access  to  the  data  base,  such  proceeds  sre  just  beginning  to  be  received. 
Their  dispensation  will  be  negotiated  between  NASA  and  AIAA.  Pertinent 
text  of  NASA's  agreement  with  AIAA  follows: 

During  each  contract  year  the  Income  r€-t.eived  from  the  search  and 
retrieval  services  offered  by  licensors  and  lessors  of  the  Aerospace 
Database  shall  be  used  to  offset  the  AIAA  Marketing  and  operating 
expenses  Incurred  on  the  Aerospace  Database  project.    Incone  in  excess 
of  these  expenses  shall  be  apportioned  between  the  AIAA  and  NASA.  This 
apportionment  shall  be  determined*  In  the  contract  period,  by  the 
proportion  of  Identlflc  and  Technical  Aerospace  Reports  (STAR)  and 
International  Aerospace  Abstracts  (lAA)  accessions  contained  In  the 
total  Aerospace  Database.    That  portion  based  on  the  STA(  content  shall 
be  used  to  offset  contract  costs  In  the  same  manner  as  IA.^  Income  From 
Subscribers.    That  portion  based  on  the  lAA  content  shall  t*e  used,  by 
the  AIAA,  to  enhance  Its  AIAA/TFS  operations.    These  enhancements  may 
Include  supporting  additional  accession  coverage  through  Increased 


BEST  COPY  AVAILABLE 


ERIC 


642 


labor,  materials,  services,  acquisition  of  equipment  or  specialized 

packages,  or  special  study  programs/projects  within  the 
AIAA/TIS  scope.   All  enhancements  to  the  AIAA/TIS  operations  shall  be 
utilized  In  conjunction  with  the  activities  performed  under  the  NASA 
contract  ^n  consideration  of  the  cost  sharing  nat-re  of  the  Aerospace 
Database    ^oject  and  will  be  the  property  of  the  AIAA.   The  nature  of 
these  enhancements  shall  be  mutually  agreed  upon  by  the  AIAA  and  NASA 
during  each  contract  period.    If  agreement  Is  not  reached     en  the^e 
excess  funds  will  90  to  Increasing  the  Internatloni  .  Aerospace 
Abstracts  (lAA)  accessions  In  the  Aerospace  Database. 

With  regard  to  electronic  news  distribution,  In  late  1984,  the  NASA 
Headquarters  News  wd  Information  Branch  contracted  with  ITT  QUI  com  for 
the  electronic  dissemination  of  news  releases  and  other  topical  Information 
pert^^nlng  to  major  WSA  f    grams  and  projects.    This  action  wfs  taken  In 
an  attempt  to  Increase  productivity  and  cost  effectiveness  by  speeding  the 
re  It    w'  of  Information;  reducing  the  manpower  requirements  fo**  news 
call-outs;  and  the  eventual  goal  of  eliminating  the  production,  prlntlra 
and  mailing  of  news  material. 

Th2  NA5K  electronic  news  program  was  made  a  part  of  the  tialcom  FEDNEUS 
service,  -hlch  has  a  number  of  government  entitles  participating.   NASA  Is 
responsible  for  da^a  Inpux  a..u  maintenance,  data  which  Includes  press 
releases,  status  reports,  mission  reports,  the  shuttle  manifest  and  crew 
assignments,  a  calendar  of  events,  and  an  Index  of  news  releases.  Olalcom 
provides  hardware  end  software  maintenance,  and  the  accounts  for  users. 

Feedback  information  from  Dialcom  Indicates  that  the  KEONEWS  systems  Is 
widely  used  by  several  hundred  news  organizations,  corporations,  mbassles. 
and  trade  associations, 

Ue  will  be  happy  to  supply  any  further  Information  you  may  need. 


Sincerely 
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Attach  HisysJT  A 


NASA/RECON 


NASA/RECON  an  online,  real-time,  time-shared  intormation  retrievaJ  system  developed  t>y  NASA 
tor  quidc  access  to  over  two  million  records  of  worldwide  origin  (1.6  mtton  documents  and  500.000 
books).  rMSA/RECON  is  the  government's  first  online  Mmical  information  system,  with  develop- 
ment initiated  m  the  nKd-1960  s  and  having  t)ecome  operational  in  1969. 

The  name  RECON  is  derived  from  Remote  Consols.  It  Is  a  computerized  system  consisting  of  a 
central  data  bank  emptying  an  I6M-4341  with  an  6  Megabyte  core  menvCs  two  IBM-3360  disk 
drives  and  twenty  5330-1  disk  drives,  totaling  9  04  biSon  bfin  of  storage. 
Access  to  the  central  computer  bank  is  afforded  by  a  query  statkxi  consisting  of  a  UTS-400  (UNIVAC 
Temunal  System)  keyboard  and  a  vkJeo  screen  (CRT)  or  a  Dial-ln  terminal,  both  types  usually 
equipped  with  telepnnters,  the  tatter  which  are  ised  as  a  conversatkinal  interface  tietween  the 
fj>Ai  i  and  the  keyboard/video  screen  comt)ination 

STIMS.  meaning  Soentific  and  Technical  information  Modular  System,  is  a  set  of  IBM/360  modules 
and  data  sets  designed  as  a  generalized  storage  arxj  retneval  system  for  large  data  bases  Its 
mam  functions  are  generalized  file  maintenance,  computer-aided  photocomposition,  and  iniormation 
retnevaJ  STIMS  consists  of  four  subsystems 

•  File  Maintenance  Subsystem 

•  Batch  Search  &  Retrieval  Uibsystem 

•  Publication  Subsystem 

•  Online  Interactive  Retneval  System 

The  mator  components  of  RECON/STIMS  are  five  invertec'  files  with  postings,  i.e..  Subiect  Term. 
Corporate  Ccuice,  Personal  Author.  Contract  Numt»er,  and  Report  Number.  Inverted  flies  are  al- 
phat>eUze^  files  (A  to  Z  followed  by  numencs)  that  are  generated  from  the  hnear  (or  txbliographic) 
files  The  ^trieval  points  have  been  augmented  by  "texT  search  capabilities  for  all  of  the  titles 
back  to  1962  and  for  the  abstracts  of  STAR  and  lAA  back  to  1972  Subject  searching  coupled  with 
text  searching  of  titles  and  abstracts  for  massive  file  collections  results  in  the  best  retneval  technology 
known  today  Subjects  heretofore  hidden  now  appear  m  microseconds.  Examples  of  easily  accessed 
subjects  by  text  search  could  include  316  stainless  steel,  ^*EMP  (Nuclear  Electromagnetic  Pulse), 
Ti'6Al<4V  (an  alloy),  strapdown/strapped-down/strap  down  (vanants  in  spelling),  and  L-1011  (a  jumbo 
jet) 

The  major  document  senes  accesstole  on  NASA/PHCON  are 

•  Scientific  and  Technical  AciOspace  Reports  (STAR) 

•  International  Aerospace  Abstracts  OAA) 

•  NASA  Research  and  Technology  Objectives  and  Plans  (RTOPS) 

•  NASA  Research  and  Devetopment  Contract  Search  File 

•  NASA  Tech  rief- 

•  NASA  bbrat  /  Collection 

A  typical  STAR  document  citation,  stored  on  the  disks,  consists  of  an  Accession  Number,  Corporate 
Source  Code,  Title,  Personal  Author,  Descnptive  Note,  Contract  and  Report  Numbers.  Major  and 
Minor  Index  Terms,  an  Abstract,  and  standard  Base  Data  (copyright,  access  level,  speciai  handling, 
availability,  country  of  publica.  un,  number  of  pages,  <^tc ) 

Searching  is  performed  on  the  inverted  files  ana  search  results  coukJ  be  the  yiekJ  from  a  single 
set — or  the  combination  of  several  sets  resulting  from  Boolean  operations  of  OR,  AND,  and  NOT 
A  search  is  formulated  and  displayed  on  a  video  screen  or  teleprinter  through  Boolean  interaction 
between  or  ar.iong  sets  A  live  interplay  between  the  analyst  and  the  online  file  affords  an  expansion 
or  narrowing  of  search  results  through  optimization  of  the  search  strategy 

Keying  techniques,  strategy  formula*  on.  displav  of  citations,  modifications  and  off*line  printmc;  of 
desired  citation  sets  are  easily  learr.^d  after  a  modest  amount  of  training 
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NASA  policy  ptrmttsonlintacc^tt  to  NASA/RECON  for  conlrac. 
tort  whoM  tdtnttfic  flTKJ  onglnMrkig  ac^^ 

•itiM  or  olhtr  organiiations  with  MfotpMt-rMed  ^m,  contrZdte  ?pn»^^  XS^t^ 
NASA.       lor  NASA/RECONtorvj(»f«chii^  ""^ 

•  NASA/nECONEnrollm«mFte        $60.00  lb  Mtiatt  torvtet 

-  Annual  MaintmncoFM  60.00  ProraMforMyMr 

•  SMfchTimo  24i»  ConnictHour 
■JH^  13.00  ConnMtHour 

'S£S°"M^i?!SL^^.^    .  ^'^  EKrfiprintidalNASASTIFaality 

•  OffwttNASA'RECONTnining  50.00  Cottporptnon 

Eljible  domettic  organizations  desiring  NASA/RECON  tarminal  accas?  should  submit  raquasts  in 
wntng  to  the  Scientific  and  Technical  Intormation  Branch  (Code  Nrr-2). 

^tlS^^''^  conducted  3  or  4  times  per  yw  at  the  NASA  STI  Facility,  BWI  Aifoort 

MD  Offsrte  training  «  also  conducted  about  3  or  4  times  per  year-^  other  geoarap^ 
as  appropnate  to  meet  needs  on  a  cost  effective  basts.  Hotltne  aasistance  tor  todmical  subiect 
searching  is  always  available  from  B.tX)  a.m.  to  4:30  p.m.  ET.  daily.  Additional  instructions  areavS. 
able  through  manuals,  pocket  guides,  and  the  NASA  S  H  RECON  BuRetin  and  Tech  Into  News. 
Almost  450  passworos  have  been  issued  to  othei  government  agencies.  NASA  and  other  govern- 
ment contractors,  and  to  several  universities.  AO  searching  Is  ronductec  on  a  time  sharing  basis— 
from  8-00  a  m  to  BtX)  p.m  ET.  daily.  Monday  througi  '-riday.  Print  commands  are  ent  red  on 
the  keyboards  for  desired  search  results  and  printed  off-nne  by  the  Facdity  computer  at  night  The 
search  results  are  sorted  by  temrwnal  number  and  mailed  to  the  users  the  next  day 
The  attachment  portrays  the  NASA/RECON  System  as  of  September  1,1985. 
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AGREEMENT 


Umt  Organization 
and 

RMS  Aatoclatas 

NACA  Sclwitific  and  "fechnleal  Information  Facility 


This  aorMnwil  bttafMn  RMS  AsMoain  and  tw  Umt  Orpinati^ 

ion*  lor  MC»i  My  in  oonn*c«or>  wNh  tw  Umt  Orgvwtton  bt«ig  ptmMM  moms  to  tw  NASA^IIECON  H«  coMons  ai 
tw  NASA  sn  FacMy 


t  RMS  aprtM  to  pfovtda 
a.  Aoottt  via  «aKip  lanwwii  lo  NASAflECON  Airtng 

tw  mw  pwM  •«)  AM  -  7:30  PM  P  Monday 

«vough  Fnday  aidurtnp  Fadaral  hoMays 
b  Utr  manwat  tiar  buNtnnt.  mabuiafy  updaiM.  oor- 

pofHt  MMirot  updatat  and  elir  vanng'uwr  aida  ai 

iaauad  lor  uaa      tw  NASAKCON  lyttam 
c  Annua:  nming  ooufM  at  tw  NASA  STi  FidMy  lor  at 

laar  ont  »4mduai  RMS  •aaa'vM  tw  ngn  io  apadty 

twlnw  langvi.  and  typa  of  rammg 
0  Aaa«:anct  dunng  normat  oparatng  hour*  (ItX)  AM  - 

7  JO  *M  ET)  to  mtoNt  opafatng  probitfw  ane  tfft- 

•  A  t<nQw  pauword  tut  •  uniQua  to  lhaf  organisition 
«n£  siu  Saparait  ».-rt«  O'.at  quaii^  can  ba  mjcc  tap- 
aratt  passwordt 

2  T^t  utar  orgamzatior  agrtM  to  p^ovkm 

a  Paionrwi  to  oor«t«.  ili  dia'-up  tonninait 

b  O^jjc  lamMna^  tm'  at  oofnpatibw  w»i  «w  NASA 
HRiON  aysta^ 

C  lpa;»llaton  and  aatviea  &  eonvnuntcaaoni  aquipmani 
aaadfe  aooau     SASA'RECON  lyttam 

C  RartMntatto^.  if  daai^  ai  tw  n0w\g  counm  eery 
Ouciw  by  RMS  mdwdK^  laianat  tavt  and  oew*  t(- 
panaat  of  r^au  pa'^onna  Ojin%  tw  fraimng  panoo 

a  ProiacUK  fTDm  uRa«itw^ad  aooaat  to  anC  usa  of  Bw 
NASARECON  9f$W^  or  Ow  pa*t«ord  lor  rw  NASA 
RECO^  ays:t^  Thtt  pasawort?  «  not  to  iw  tnvwc 
wiV*  Dinar  or^artizationa  or  vtaa  Pa'wn  and  organaa 
•on*  umt  to  «tw^  tw  paiawOfC  to  wa^ae  «nlt  ba 
cnftryao  lor  ai'  ua« 

f  Paood«  rapo^  Mpor  rtguM:  by  RMS  or  »>f  m« 
ayaiam  and  taadbac*  ava'waMx  tomw  on  vw  tyvtafn 
as  'WM'ad  by  RMS 

3  T*w  jM*  orpanaation  aortas  to  pay 

a  S^iarT>  eftar^as  tor  onhrw  uaagt  of  NASARECON 
tyftam  tftarpas  ba  cajcu«aiae  annuaK  and  rut 
ew\ra»  anai  bacor-it  aftacovt  afta*  tna  usr  or^'^* 
xabon  has  baan  o^*^  a  rmmmurr.  nf  6C  days  noact 
Currant  ayrani  cfULrytt  ara  as  toikxi*: 


Cofnpular  Connaci  Tfma  tour) 


If MaMananea rtwrga  aliri 


IManal  (eonnacl  houO 

OMNt  NASA1KC0N  1Nnnp  (par  parson) 


124  00 
I  006 

MO  00 

MO  00 
11300 
MO  00 


cantor  clwgaa  and  wa  ba  laiM  by  tw  oomim«n<a« 


4  Dots  your  OTQantzalton  Kava  a  aubatanlalad  naa  «c- 
oau  ralarancas  to  hnMao  Dapl  ol  Da*anaa  and  or  oaasn 
•ad  documanV'  VMD  NoG 
r  tw  Vas  btodt  is  cAacMd  piaaaa  htva  your  mar^  of- 
Hor  eompiaia  tw  tBachad  FF7tS  and  taium  a  tooatw 


S  Aocati  is  parmAad  only  wIMn  tw  U  8  andtoUSob- 
fans  unwas  ipacMcaKy  artwniad  Wf  RMS  «  cttfeona 
ara  pnntod  out.  Iwy  muat  ba  aMar)y  (MbtoMd 

ft  Tha  uaa*  ayiaa  not  to  aal  or  laaaa  an/  nlormaoon  data 
ando'  prtntoi/ii  obttnad  yndr  tw  ao^Mmant  irms 
apadhcany  auCmiad  by  RMS  An  tsampaon  from  tvs 
raojirvnani  •  graniaC  arftan  aucf  •riermaadr  «  uaad  as 
a  pan  of  and  «  tfc4ania<  to  a  aoandRc  r«pon  or  .tudy 

7  km  pastas  wt  daaipnatt  proiac  oAoa^  rasponafiM  to' 
tw  adnwiiataton  of  tw  aQrtvnwrK. 

t  Thfs  apraomani  ahaR  wnoffi  m  atlact  itfn^  anwndad  by 
muba*  eonaam  or  toTnwMad  by  aMhr  party  upon  X 
days  «nban  noloa  Faiura  of  tw  uar  orowuabor  to 
adhara  to  tw  lama  of  t«  apraaman  wN  rwsuK  an  iTTw 
madww  dan«i  of  aooaai  o  tw  NASAIVCOr.  tyswr 
8houto  tw  atoumbam  ContridDr  Manapr  (RMS>  ba  auc 
oaadad  oy  anotwr  Contactor  Manapr  during  tw  «rm  o* 
tM  aofaawTTt  autf>  sucotaaor  anaH  atAornaocaxy  ba 
suUMLiae  as  tw  -Contacur  Managr  <n  t«  agrfrntm 


For  RMS  Aaaooatai  Contratto'  Manapt' 
Sciarvffw-  ano  Tsctwica.  infornattor,  Ptow* 
Naborwt  Atronauttcs  and  S^aot  AdrvniiTranon 
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APPENDIX  9.— MISCELLANEOUS  MATERIALS  SUBMITTED  TO 
THE  SUBCOMMTITEE 


A.  Lbitkk  From  Robert  L.  Clark,  Jr.,  Dirbctob,  The  Oklahoma 
Department  of  Libraries,  Oklahoma  Cm,  Oklahoma,  Dated 

April  17, 1985 


THE 
OKLAHOMA 
DEPARTMENI 
OF 
LIBRARIES 


200  NORTHEAST  18lh  STREET 
OKLAHOMA  CITY,  OK 

73105-3298 
PHONE  405  521 -2502 
WATS1-aOO-522-«116 


ERIC 


The  Hon.  Glenn  English 
Cha  Irr^an 

House  Governmc  t  Information, 

Just'ce,  and  Agriculture  Subcommittee 
U.  S.  Congress 

2235  Rayburn  House  Office  Building 
Washington,  D.  C.  20515 

Dear  Representative  English: 

We  have  some  concerns  regarding  the  proposed  "draft  ONB  Circula- 
No.  A--"  fo-  which  you  have  scheduled  hearings  In  tne  near 
future.  A  member  of  my  staff  prepared  the  enclosed  analyses  md  I 
fMlly  support  his  findings  and  conclusions.  We  respectfully 
request  these  statemr  its  be  Included  In  the  record  of  the  hearing. 

Citizens  pay  for  information  produced  by  Government  and  Insuring 
citizens'  access  to  it,  whether  a  publication,  a  file  or  a 
database.  Is  a  paramount  responsibility  of  their  eKcted 
officials.  Your  scheduled  hearing  Illustrates  your  leadership  In 
behalf  of  such  right  of  access. 

I  trust  you  or  your  staff  *f111  contact  us  as  needed  regarding  this 
<ssue.    Thank  you  for  your  service. 


Cr  r  QSIncerely ,^ 
^ufoter'fT:?  a  a 


Olrtctor 
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Concerns  of  the  Oklahoma  Department  of  Libraries  with 
Draft  Office  of  Management  and  Budget  Circular  : 
as  Pro»iOsed  in  the  Friday,  March  15,  1985  Federal 
Register,  pages  10734-10747,  and  Corrected  by  the 
Thursday,  March  21,  1985  Federal  Register,  p.  11471. 


There  are  a  number  of  problems  the  Oklahoma  Department  of 
Libraries  Is  concerned  with  In  the  proposed  draft  of  0MB  Circular 
A—. 

The  "Analysis  of  Key  Sections"  on  Sections  8  and  9,  "Infor- 
mation .XJi.Si£mina^  ion"  ,  £edeiraJ__R^£l_st^  10735,  states  that 


The  mere  fact  that  an  agency  has  created  or  collected 
Infornatlon  Is  not  Itself  a  valid  reason  for  creating 
a  progran  to  disseminate  the  Information  to  the  public. 


This  Is  tolerable  If  and  only  If  the  examples  that  follow  In  the 
analysis  are  thoroughly  speller^  out  and  Integrated  Into  the 
prnpoypd  regiila-ticns  themselves.    These  examples  clarify  the  type 
of  Information  that  an  agency  need  not  consider:    "e.g.,  compila- 
tions of  routine  attendance  records  for  federal  employees,  or' the 
pjblications  of  the  thousands  of  pages  :ommon  carrier  tariff 
filings  by  regulatory  agencies."     (The  bad  grammar  Is  OMB*$.) 
It  would  be  better  if  there  were  a  comprehensive  listing  of  such 
data  determined  to  be  reasonably  useless  to  the  public  actually 
written  Into  the  proposed  regulations  rather  than  a  few  examples 
in  an  analysis  agency  personnel  are  supposed  to  follow  as 
"gu  idel  1  r.es  by  analogy",  and  which  nay  result  In  widely-varying 
interpretations  by  different  agencies.     In  the  actual  proposed 
regulations  there  Is  no  mention  of  the  e'amples  noted  in  the 
analysis  section,  or  any  other  simlllar  It  'irmatlon. 

The  "Analysis  of  Key  Sections"  on  Sections  8  and  9,  Federal 
Register  page  10735,  also  states  that 


Given  a  statutory  and  mission-related  basis,  agencies 
must  also  ask  themselves  whether  a  proposed  or  existing 
i n forma t i on  produc t  or  service  substantially  duplicates 
similiar  products  or  services  that  are  already  available, 
either  from  another  agency  or  from  the  private  sector. 


This  section  is  either  contradicted  by  or  must  be  amended  by  a 
later  section  of  the  "Analysis  of  Key  Sections"  on  Sections  8  and 

9: 


I 

In  addition,  agencies  should  take  care  that  they  do 
not  permit  contractors  functioning  as  sole  supollers 
for  the  governmen  t  to  ex  ere  1  se  mono  po  1  1  st  1  c  conti-o  1  s 
in  ways  that  defeat  the  agenc1e*s  information  diss- 
emination obligations,  for  example  by  setting  unreason- 
ably high  prices. 


Does  this  mean  that  if  an  existing  or  proposed  member  of  the 
private  sector  charges  or  Is  expected  to  charge  "unreasonably 


N  t 
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high  prices"  for  government  information,  that  member  should  not 

have  his  contract  renewed  or  never  be  given  the  contract  in  the 

first  place"?    These  two  sections  of  the  "Analysis  of  Key 

Sections"  need  to  be  brought  together  and  clarified,  and 

the  result  of  that  clarification  needs  to  be  included  In 

the  actual  proposed  regulations,  not  just  in  the  "Analysis  of  Key 

Sect  ions" . 

There  Is  one  final  problem  with  Sections  6  and  9  of  the 
proposed  regulations.    These  state  that 


Dissemination  is  essential  to  the  agency's  accomplishing 
its  mission,  and  the  products  or  services  do  not 
duplicate  simlliar  products  or  services  that  are  already 
provided  by  other  government  or  private  sector 
organizations,  or  that  could  reasonably  be  expected 
to  be  provided  by  them  In  the  absence  of  agency 
dissemination,     (proposed  regulations.  Section  8, 
^•6,a,b) 


How  can  an  agency  member  make  such  a  determlRatlon?  This  needs 
to  be  clarified  by  guidelines  that  will  provide  for  consistency 
among  Feceral  agencies. 

A  later  paragraph  in  the  "Analysis  of  Key  Sections"  on 
page  10736  states  that 


For  example,  where  the  Information  Is  already  substan- 
tially available  in  printed  form,  agencies  should 
consider  dissemination  In  electronic  form  to  be  service 
of  special  benefit,  the  costs  of  which  should  be 
recovered  through  user  charges. 


For  such  data  bases  as  the  U.S.  Bureau  of  Labor  Statistics* 
Consumer  Price  Index,  Employment,  Hours,  and  Earnings,  Labor 

and  Producer  Price  Index  data  bases,  and  other  sTiTTTar 
government  data  bases,  although  thtre  are  printed  publications 
produced  from  them  that  contain  Information  also  found  in  the 
data  base,  there  is  also  more  Information  In  the  data  bases 
that  will  never  be  printed.     In  such  data  base--publ icatlon 
relations  as  these,  the  Information  Is  not  'already  substan- 
tially available  In  printed  form".    Such  data  bases  should  be 
considered  for  d i sseml ra t Ion  without  user  charges  to  the 
Federal  D.pository  Libraries  through  the  Depository  Library 
program  administered  by  the  Superintendent  of  Documents, 
Government  Printing  Office.     Such  distribution  can  be  justified 
as   frilMng  within  the  definition  of  "government  information" 
as  defined  in  the  proposed  regulations.  Sections  6B  and  6C, 
and  the  Superintendent's  statutory  authority  to  distribute 
government  publications  as  found  in  44  U.S.C.  19D1-1914. 
This  consideration  should        written  Into  the  proposed 
gti  1  del  1  nes . 


Prepared  by  S.  Beleu,  U.S.  Documents  "eference  Librarian 
April   ID,  1985 
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B.  Statements  Prom  Howard  J.  Hilton,  Venice,  Florida 


Subcomaiittee  an  Government  Information,  Justice  and  Agri culture 


This  statement  is  organized  to  respond  to  the  eight 
categories  of  questions  ir«hich  the  Chairman  set  forth  in  h^  s 
statement  to  the  House  contained  in  the  Qgngressignal.  Record  of 
March  14,  1984,  at  page  H  1615 


A.  Public  Access 

Public  access  to  in-formaf^on  is  the  foundation  of  democracy. 

"Knowledge  Mill  forc^ver  govern  ignorance,"  as  James  Madison 
so  accurately  wrote,   "and  a  peoplQ  who  mean  to  be  Iheir  own 
governors,  must  arm  themselves  with  the  power  knowledge  gives.** 

The  maintenance  of  information  in  electronic  form  can 
provide  the  people  with  direct  access  to  public  information  at 
much  less  cost  than  under  the  present  system  involving  pcpc«r 
files.  All  documerts  prepared  for  the  public  shoulJ  be  in  digital 
form  and  should  be  broadcast  on  the  day  of  release. 

Any  information  requested  under  the  Freedom  of  Information 
Act  should  be  made  public.  If  the  inforration  is  available  in 
electronic  form,  ix:  should  be  broadcast  as  one  aieans  of  delivery. 
Any  agreement  by  any  agency  requiring  the  agency  to  deny  request 
for  records  in  an  automaterl  form  is  contrary  to  public  policy  and 
should  be  legally  prohibiced. 


Contractors  —  Rights  and  Responsibilities 

It  IS  not  realistic  to  expect  contractors  to  operate 
electronic  filing  systems  at  no  cost.    It  is  only  a  question  — 
who  pays  and  how  much''  If  a  contractor  has  a  monopoly  over  a 
database,  it  is  only  logical   that  the  contractor  would  set  a 
price  to  maximize  the  return  on  investment. 


STATEMENT 
by 


Howard  J.  Hilton 


for  the 


J 
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The  proposal  for  th*  autoMtion  of  th«  infarction  of  th* 
S«:uriti»*  and  Exchange  CoMission  iu  a  case  in  point.  A  study 
prepared  for  the  CoiMiissian  e^kee  the  following  points. 

There  is  a  potential  upper  bound  of  1.9  aillicwi 
subcriptions  if  the  price  is  less  than  »300  per  year.- 

The  eaxieue  total  value  to  potential  mnwiwri  is  over 
»2  billion. 

A  Monopolist  Mould  eaxieize  profit  by  ch^ging  M,eOO 
per  year  to  238,554  consueers  yielding  «1 , 151 ,000,000. 

The  annual  cost  to  the  contractor,  according  to  inforMation 
provided  the  Subcoeaittee  by  ChairMn  Shad,  on  April  29,  19B5.  is 
expected  to  be  SIO  Million  a  year. 

Since  all  information  produced  by  the  governeent  and 
released  to  the  public  should  be  in  the  public  doMin,  it  is  the 
public  »4iich  o»fns  the  data  in  a  con  tractor -operated  vlectronic 
file.   If  a  contractor  reorganizes  or  suppleeents  the  data,  then 
the  addition  Mould  be  a  value  added  service.  This  Mould  be  the 
property  of  the  contractor  unless  it  Mas  perforMd  as  part  of  the 
contract  in  »4iich  case  it  Mcauld  be  in  the  public  doaain. 

In  this  situation,  there  is  no  problcM  concOT^ning  rights  in 
the  data  in  the  event  of  a  change  in  contractors. 


C.  Submit'  -rs  -  Rights  and  Responsibilities 

Electronic  filings  offer  substantial  savings  for  all 
concerned.  Using  coaouter  records  of  a(-2  and  1099  foraf,  the 
Internal  Revenue  Service  could  send  taxpayers  a  coi^iuter  printout 
of  their  records.  If  accurate  and  complete,  the  taxpayer  could 
ray  or  receive  a  refund.  The  IRS  estimates  that  this  Mould  savr 
97  million  hours  by  taxpayc^ic  and  »1.9  billion  nOM  paid  for 
preparation  of  tax  forms. 

The  samp  could  be  the  case  for  Medicare  payments.  This  Mujld 
relieve  many  elderly  people  of  the  burden  of  filing  forms  and 
Morrying  aboiit  refunds. 

Since  mo%t  of  the  submitters  Mouid  be  corporations, 
professional  associations  of  lawyers  and  doctors,  and  those 
organizations  filing  statements,  electronic  filing  Mould  be  an 
advantage  instead  of  a  burden. 

Submitter  s  should  not  be  required,  but  rather  encouraged,  to 
file  documents  in  electronic  form.  Until  considerable  experience 
has  been  gained,  riocuments  legally  correct  on  paper  should  not  be 
rejected.  There  should  be  no  retroactive  requirement  for 

electronic  filing. 
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D.  PrivAtization  of  BovarnMnt  Functions 

Sine*  an  agancy  should  ba  praparifd  to  accapt  papw  filings, 
th»  only  lagal  •ffact  of  a  rajaction  of  an  alactronic  filing 
would  ba  tiM.  This  is  not  a  sarious  considaration.  With 
•l«ctronic  filings,  coiiplianca  Mith  agancy  raquiraaanfis  can  ba 
ascartainad  Mi thin  ainutvs  of  racaipt  and  and  pmpmr  filings  can 
ba  Bubs^itutad  if  nacassary. 

C3nly  tha  agancy,  in  tha  final  analysis,  can  «aka  a  dacision 
concarning  tha  public  availability  of  inforaation.  Any 
inforaation  mmt^M  availabla  to  ana  should  ba  aada  avai labia  to  all 
including  tha  idantity  of  tha  ana  r^.^iasting  tha  inforaation. 


E.  Honopoly  Issuas 

Branting  aonopoly  rights  over  inforaation  distribution 
shnuld  not  ba  an  alaaant  in  tha  contrac' :«  for  tha  operation  of 
electronic  filing  systeas.  The  broadcast  of  all  inforaation 
released  to  the  public  Mould  put  that  issue  to  rest. 

Since  On  -e  are  legal  opinions  Justifying  the  right  of 
agencies  tt  ;^rant  contractors  aonopoly  rights  over  inforaation 
or  infcraawion  distribution,  thi..  issue  aay  have  to  be  decided  by 
iMf^islati  on. 

There  is  a  basic  difference  betwaan  the  print  and  paper 
production  and  distribution  of  inforaation  and  an  electronic 
systea.  This  difference  c.in  be  siiaaafi  in  tmo  Mords  ~  tiae  and 
cost.  Tiae  is  aaasured  in  ainutas  for  electronic  distribution 
coapared  aith  days  for  the  aail   service  for  paper. 

In  Florida  the  cost  of  production  for  a  governaent  docuaent 
IS  tO.OlS  cents  per  page  per  user  excluding  postage.  The  costs 
for  electronic  distribution  via  satellite  are  aillionths  of  a 
cent  per  page  per  user. 

But  even  aora  iaportant  than  the  cost  is  the  tiae.  The 
President's  tax  proposal  provides  an  excellent  exaapla  of  '.he 
inforaation  distribution  systea  as  it  operates  and  as  it  could 
operate.  On  May  28,  1«?B5,  Itii  Ijtll  Stritl  ^BUCQftl  annocr^ced  that 
''copies  of  President  Reagan's  tax  proposal  Mill  go  on  sal<* 
toaorroM  at  the  Governaent  Printing  Offices  throughout  the 
nation"  at  a  price  of  «18.00  per  copy.  As  of  June  29th  no  libr#^y 
in  Sarasota  county  had  a  copy. 

Since  this  docuaent  Mas  undoubtedly  produced  on  Mord 
processors,  the  text  would  be  available  in  digital  fora.  It  could 
have  been  brc^dcast  by  satpllite  to  all  of  the  libraries  i«i  the 
United  States  for  less  than  #300.00. 
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S^TMotA  county  could  install  dOMnlink  aquipMnt  fcw 
approxiMitaly  MvOOO.OO.  It  could  um  this  to  downlink  for 
distribution  to  all  librariss*  schools,  and  offices  in  county 
using  an  ITF8  Clnstructional  Tslsvision  Fixsd  9orvics>  systM. 
Ths  cost  of  a  systsa  to  snabls  litrariM  to  mmkm  this  typa  of 
inf ov-aiation  availabls  to  ths  public  would  cost  ^xsjt  >lO«O00.O0. 
Dspsnding  upon  ths  scops  of  inforaatijn  dslivsrsd  by  ths  Fstfsral 
Oovsrnssnt,  this  invsstasnt  would  bs  rocoupsd  in  Isns  than  a  ywar 
through  dirsct  cost  rsductions  in  handling  govsrnaant  docuasnts 
and  in  iaprovsd  ssrvics  to  ths  pubiic. 

Ths  hardwars  for  iaplsaanting  such  a  systsa  is  availabls 
today.  On  ths  broadcast  ond«  Australia  is  prasant ly  iaplaasnting 
a  B-flAC  (nultipiSKsd  Analog  Coaponants)  systaa.  Tha  cost  for 
HAC  coap^tibla  aarth  stations  will  ba  about  »l«SOO.OO  plus 
dalivary  and  installation.  As  John  D.  Loiisry  not  ad  in  his  papar 
"B-MAC,  An  Optiaun  Foraat  for  Satallita  Talavision  Transaission- , 
tha  standard  data  channal  oparatas  at  94K  bits  par  sacond.  "Any 
audio  channal  can  ba  assignad  to  data  transaission  and  racaption, 
aach  channal  providing  320K  bits  psr  sacond.  Full  fiald  data  is 
also  available  by  rsplacing  tha  pictura  with  digital  inforaation. 
This  yialds  an  additional  10.8  aillion  bits    sr  sacond." 

If  a  library  or  off ica  usas  an  optical  vidaodisc  for 
archival  storaga,  than  in  addition  to  a  aicrocoaputar ,  it  would 
naad  a  vidaodisc  playsr,  a  controller^  and  a  aultihost  intsrfaca, 
all  of  which  would  cost  approxiaataly  «10«000.00.  With  ttiis 
systaa V  a  library  could  provida  its  patrons  with  accass  to  tha 
ana  ail  lion  aarai.autical  photo  collection  of  tha  Saithsonian  for 
$300. OO,  to  tha  one  aillion  records  of  the  Library  of  Congress 
for  less  than  S  hours  of  access  ties  on  any  of  the  coaaercial 
online  database  sy^taas,  and  to  all  types  of  infcx-aation  now 
unavailable  in  libraries. 

Since  all  digital  data  subsitted  and  broadcast  would  be  in 
>BCII  code,  the  question  of  specific  hardware  requiraaent  <iho-*ld 
nit  arise. 


F.  Fairness 

The  broadcast  of  inforaation  solves  the  questions  of  fairness 
with  the  possible  exception  of  contractors  taking  advantage  ov 
inforaation  prior  to  its  release. 

6.  Archives 

If  all  electronic  records  have  to  be  stored  on  optical 
discs,     uniquely  identified,  and  indexed,  chen  the  OQVern^ient 
records  will  be  in  better  shape  for  historical  /urp       "  than  they 
are  at  present. 


aJHAJlAVA  iU'^'J  leitB 


553 


H.  Miscellaneous 

A  definite  need  exists  for  the  establ isheent  of  some 
governeent-Mide  standards  for  electronic  filing  systees 
developed  independently  by  several  agencies.  The  eost  urgent 
standard  is  the  unique  identification  of  all  information  in  a 
structured  format  and  Indexing  in  depth  on  the  basis  of  a  five 
category  index  systee. 

If  a  contractor  is  granted  exclusive  distribution  rights  for 
i»  roreatican  in  an  electronic  filing  systee  of  an  agency,  then  the 
agency  is  either  selling  an  asset  or  giving  it  away  for  a 
consideration.   Inforeation  in  an  electronic  mediae  differs  from 
all  other  types  of  goods  and  services  Mhich  the  Federal 
Government  sells  or  provides. 

Unlike  land  leases  Mhich  can  only  be  enjoyed  by  a  feii, 
information  can  be  used  and  enJoyed  by  all.   Information  can  be 
distributed  to  millions  by  broadcast  at  the  same  cost  as 
distributing  it  to  one.  Just  as  nuclear  explosives  di^'fer  from 
conventional  forms,  so  does  information  in  digital  form  differ 
from  that  available  only  in  paper.  Both  require  a  change  in 
at'.itudes  and  procedures,  and  both  have  the  potential  of 
signicantly  changing  the  human  ccx^dition. 

As  indicated  by  the  attached  outline,  describing  "An 
Essential  Concept  for  the  Effective  Implementation  of  the 
PaperNork  Reduction  Act  of  1980",  electronic  systems  offer  great 
possibilities  for  decreasing  the  burden  of  supplying  information 
and  increasing  it  usefulness. 

If  information  is  uniquely  identified  and  broadrast  in 
ASCII,  then  the  variation  of  hard»«are  and  soft»«are  do  not  pose  a 
problem  for  documd-nt  retrieval.  Ttie  problem  arises  Mhen  the 
various  categories  of  information  are  identified  differently  by 
agencies  and  lihen  the  differences  between  con^iarable  data  ere 
emphasized  rather  than  reconciled. 

With  the  broadcast  of  information,  the  security  problem' 
arising  from  the  remote  accnss  of  the  database  are  eliminated. 
The  only  problem  is  the  security  and  accuracy  of  the  information 
communicated  by  remote  access.  This  can  be  handled  by  use  of 
appropriate  encryption  techniques.  The  accuracy  and 
authentication  of  the  document  can  im  handled  in  the  same  i^y. 

Errors  in  broadcast  distribution  can  be  detected  by 
comparing  the  signals  received  mith  those  that  are  sent. 

Rather  than  user  charges,  Nhich  Mould  be  unnecessary  mith 
the  broadcast  of  information,  it  »MXild  be  more    ippropriate  to 
handle  all  legitimate  charges  by  an  information  tax.  One  dollar 
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per  rsturn  Mould  morm  than  caver  the  total  costs  of  thm  broadcast 
oi  the  inforaation  and  the  installation  of  systeMS  such  as 
cantewplated  by  the  SEC. 

The  broad  question  posed  by  the  electronic  automation  of 
90vcrnMnt  infor»ation  is  the  iapact  that  it-  Mill  have  on 
schools 9  CO— lunitiesy  local  governaents,  businesses,  and  faailles 
as  th«y  adjust  tu  the  proliferation  of  conputing  poMer .  Sams  mill 
gain,  and  some  Mill  suffer.   If  the  Federal  Boverneent  provides 
the  leadership  in  prcMC ting  the  broadcast  of  infornation  in 
digital  fore,  eore  Mill  gain  and  fetter  Mil     sfffer.   In  any 
prograe  to  grant  exclusive  rights  to  infor«#ation  or  to  limit 
public  distribution  of  information,  feM  Mill  gain  and  the  peoplm 
Mill  suffer  the  consequences. 
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Addiindum  prepared  for  the  Hearing  October  1,  i983 
to  the  statement  by 
Howard  J.  Hilton 


This  addendum  to  the  statement  originally  submitted  June  28, 
1985  IS  prompted  by  several  developments!  a  visit  to  Wav?hington, 
D.C.   in  August,   the  White  House  Conference  on  Small  Business,  the 
hearing  on  the  Patent  and  Trademark  Office  and  the  National 
Library  of  Medicine,   the  Governors'  report  on  U.S.  Education  1991 
with  its  task  force  on  new  technology  under  Governor  Sununu,  the 
consideration  by  the  Joint  Comtr.ittee  on  Printing  of  the 
distribution  of  Government  publications  in  electronic  format  to 
Depository  Libraries,  and  the  growing  concern  about  U.S.  trade 
balance!,. 

In  1967  I  served  as  Chairman  of  the  Ad  Hoc  Task  Group  on 
Legal   Aspects  Involved  in  National    Information  Systems 
established  by  the  Committee  on  Scientific  and  Technical 
Information  of  the  Federal  Council   for  Science  and  Technology.  As 
stated  in  its  report. 

The  principal  general  observation  to  be  drawn  from  the  work 
of  tne  Ad  Hoc  Task  Group  is  that  the  scientific,  technical, 
and  economic  progress  and  international   competitive  position 
of  the  United  States  depends  on  the  ready  access  to 
information  as  well    as  its  effective  use. 

This  observation  is  as  valid  today  as  it  was  in   1967.  Then 
the  National   Library  of  Medicine  was  one  of  the  pioneers  in 
organizing  and  distributing  information.   The  Patent  and  Trademark 
Office  with  its  automation  program  is  now  in  a  position  to 
increase  the  ready  access  to  its  valuable  datbase  and  to  make  it 
possible  for  both  large  and  small  business  to  put  it  to  effective 
use. 

Une  th^ng  that   I  have  observed  in  the  few  papers  that  I  have 
received  from  these  hearings  is  that   there  has  been  little  effort 
to  provide  a  vision  of  the  future.    I  would  like  to  contribute  my 
vife.Dn  before  addressing  the  specific  developments. 

To  understand  better  the  implications  of  the  transition  from 
an  IP"  irtrial  society  to  an  information  society,   it  is  necessary 
to  e>a'ine  some  of  itr  special   aspects.   The  information  society 
c«n  be    'lewed  ^'3  a  n^'mber  of  various  industries,  companies, 
organizations     and  individuals.   These  would  include  the  knowledge 
I  dustry,  the  iiformaticn  industry,  the  data  industry  including 
t  w>  production   of  hardware  and  software,  communications, 
v-vernmenf  ,   educa*^ion,  the  professions,  and  others.   In  this 
i  formation  society  the  conn *ct ion  between  producers  and  users  is 
much  more  direct  an!  pervasive  tran  in  an  industrialized  society. 
This  IS  c>vident   in  one  aspect  of  tne  transitiof    which  is  the 
shift  from  centralized  print  and  pappr  distribution  of  knowledge 
and   information  to  electronic  distribution. 

The  change  by  individuals  from  u^e  of   information  in  paper 
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form  Mill  be  slow,  but  th«  transition  in  the  d»liv»ry  of  thp 
informarion  to  local   on-demand  printers  and  copiers  will  be  much 
faster.   Many  of  these  local  orint  prodi'ct  producers  will  have  the 
documents,  whethe<"  they  be  books,  catalogs,  directories , 
government  publications  and  databases,  etc,  on  optical  discs. 
Some  of  them  will  b^.  in  encrypted  form.   Since  the  prin'.er  will 
have  the  key,  an  individual  can  call  and  Orde^  a  book,  articl*, 
legal  decision,  or  other  type  of  Information  -'ich  as  a  propectus 
or  company  report.  When  the  book  size  elect  "onic  <«torage  anC 
display  arrives,  t^^a  Ircal  printers  can  be  the  source  of 
information  to  be  transferred  to  the  electronic  storage. 
Technology  is  an  irresistable  force  moving  in  this  direction.  It 
will  produce  many  small  companies  and  a  new  industry  that  I  call 
telinfocom  (tele  information  communication). 

lG£9C2!*^i9D  ^yciety 

Societies  have  been  classified  by  some  schol«rs  on  the  basis 
of  their  employment  '-f  human  resources  —    th^t  is  *-o  say,  the 
type  of  occupations  in  which  the  major itv  of  people  are  employed. 
Using  this  standard,   societies  have  benn  describPk.'  as  proceeding 
from  nomadic  to  agricultural  then  to  industrial  .ind  now  to  the 
information  society.    In  the  United  States  this  sl.a^e  was  reached 
sometime  in  the  last  couple  of  decades,  when  m^ri'  than  tifty 
percent  of  our  labor  fOi'C*  became  engaged  in  infcr  .nation 
production     utilization,  distribution,  or  cons     -tion.    In  1983, 
the  figuru  was  54  percent  of  the  labor  force  and  is  expected  to 
rise  to  67  percent  by  1990. 

Other  people  view  this  process  of  change  in  terms  of  waves.  For 
Alvin  Toffl'r,   "THE  FIRST  WPVE  was  the  Agricultural  RevoluMon 

...   THE  SECOND  WAVE  was  the  Industrial   Revolution  ...   THE  THIRD 
WAVE  IS  the  mightiest  of  al '       .  the  high  speed  revolution  that 
IS  striking  us  now."  For  h  ie  information  society  is  thr 

result  of  thi»  "   ..enormous     -...^  in  the  amount  of  informaticr  ww 
exchange  with  one  another. 

By  either  dcfinit.jr  ^.t  have  at  present  an  inf ormatiOkT 
society  babied  oi'  print  and  p^per  distribution  of  knowledge  *.nd 
inrormation.     What  is  happen  ng,  however,  i s  an  electronic 
revolution  which  will   hcV*   a'    impact  cn  our  e.i sting  institutions 
comparable  to  that  of  the  industrial  revolution  and  the 
development  of  printing.   This  transition  to  an  tUectronic 
information  society  is  producing  a  period  of  pr  jf ound  -^ange  

*  in  attitudes  respecting  ...  m  processes  involved  in  the 

storage,  retrieval  ,  and  distribution  of  knowledge  and 
information; 

*  in  the  technology  of  radio,  TV,  computers,   la«<er  discs, 

robots,  a')d  satellites  to  improve  these  processes; 

*  in  the  actions  of  some  Govern^;ients  to  support  these 

changes; 

*  in  the  techniques  and  processes  ut.il  iz*d  by 

organisations  to  achieve  their  objectiv^-j  and 

*  in  the  cor'^osjtion  of  the  work  force  of  which  the 
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information  «»ctor  will  account  for  67X  in  1990, 
according  to  estimates  :n  Cgmeutf rygr l.rJ  11/3/84. 

In  Toffl«r*m  vi»m,  as  a  result  of    .h»  growing  diversity  of 
civilization,   "Peopl*  trav*  mor«  information  and  th«  ^ntir* 
systam  begins  to  puis*  with  higher  and  highsr  flows  of  data.  By 
forcing  up  ths  amount  of  information  nssdsd  for  ths  social  system 
to  cohsr»,  and  the  speeds  at  whicn  it  mumt  bs  sxchangsd,  ths 
Third  Wavs  shatters  the  <  aiiework  of  the  obsolete,  overloaded 
Second  Wave  info-sphere  and  constructs  a  new  one  in  its  place" 
(p.  178). 

The  major  trends  have  been  described  in  general   terms  by  a 
nu.-^er  of  popular  authors.    In  ac   ition  to  Alvin  Toffler,  John 
Naisbitt  in  dSflitrgQdg  illustrates  Toffler's  c-iint 
emphasizing  the  reduction  in  thr  informatio    tloat.   Paul  Hawken 
in  Jhe  K'sxt  Eg   jomy  sees  the  need  to  adapt  to  the  rising  cost  of 
energy     as  cne   jf  the  main  forces  creating  what  he  calls  the 
••informative  economy."   In  his  view,   "The  future  of  America  now 
belongs  to  individuals  and  companies,   large  and  small,  that 
understand  the  shift  in  emphasis  from  mass  ^o  information  and  can 
meet  it"   (p.   27).   Jacques  V#itllee,   in  NetaBCfe  BiyaiutiQDl 
Q9D£§*519D1  of  d  QsfDCytmr  Scisn^is^,  expresses  his  belief  that, 
a«  a  result  of  computer  n»tKjrks,   "the  United  States  i%  at  the 
threshold  of   its  greatest  leap  forward."  The  gttc£roni£ 
Nigbtma^ei  The  ^ei.  Sgmms^nicatigng  an^  Frgt^gm  by  John  Wicklein 
describe*  the  shape  of  things  as  a  dangvr  of  losing  our 
liberties.   7n  slightly  different  formulations,  all  authors  seem 
to  agree  with  Sippl  anc*  Dahl .   In  Vidffi  Cgmcyt^trf  they  write: 
"Right  now — today  —the  many  inventions  and  refinements  of  the 
last  hundred  years     -  so  are  starting  to  come  together  in  such  a 
way  that  they  feed  o'»  themselves    They  generate  knowledge  and 
communication  that   -n  turn  generates  more  knowledge  and 
communication"   (p.    t33> .  AH  of  this  will  bring,  as  Anthony  Smith 
writes  in  gng^bj^g  jiui^rnbicaL  Itlf  NltttBlMC  StyQlUtiBQ  iQ  t^l 
i?eOs,   "3  1  important  shi  +  t        the  way  we  treat  information,  the 
way  we  collect  and  stori^  it,  the  way  we  classify,  censor,  and 
circulate  it.  People  will  regari  the  process  known  as  education 
in  a  quit.^  different  light  in  a  society  in  whi-h  human  memory 
will  be  needed  for  different  purposes  than  in  the  past|  we  shall 
think  of   librarians,  journalists,  editors,  and  publishers  as 
different  creatures  from  tliose  of  today,  »\.,ce  they  will  be 
involved  in  different  mutu'-l  relationship*,  using  different 
technology"    (p.  32' 

Although  compilers,  especially  personal  .-omputers,  are 
making  r'^pi.l  or^igross  in  'he  numbers  in  tse  in  offices,  homes, 
and  schools,   their  full   impact  is  yet  to  Le  felt.  At  present  they 
are  utilized  pri       ily  to  solve  problems,  to  perform  tasks,  and  to 
entertain.  V«^o  ,    major  functions  are  only  now  emerging. 

These  are   (*>  Ic  provide  access  to  knowledge  and  information 
required   ror  business,  education,  good  government,  entertainment, 
and  the  r.aximization  of  resource  allocation,  and   <2>   to  provide 
an  inevpen-ive  and  secure  means  for  communication  with 
correspondence  control  for  storage  and  retrieval.  Because 
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institutional  Changs  comem  mloMly,  the  transition  from  a 

centralized  print  and  paper  system  for  the  distribution  of 

knowledge  and  information  to  one  based  upon  optoelectronics  will 
probably  take  place  in  tNO  stages. 

The  first  stage  will  replace  the  centralized  printing  and 
distribution  of  information  by  a  decentralized  system  m  which 
agencies,  companies,   libraries,   professions,  and  other  groups 

and  individuals,  especially  students,  will   ic*entify  desired 
information  in  rnto-el etroni c  media  or  ephemeral   storage  of 
broadcast  inform«.tion  and  will   receive  paper  copies  from  local 
printers  or  from  in-house  copiers  or  print  stations.   The  cost  of 
the  copies  will  include,  where  appropriate,   copyright  royalties. 

The  driving  force  in  this  transition  is  the  technology  which 
can  provide  more  effective  access  at  lower  cost.    The  introduction 
of  paperback  books  in  the  thirties  may  give  some  clue  as  to  the 
speed  Mith  which  this  fir^t  stage  may  be  substantially  comploted. 
Because  earlier  attempts  at  marketing  paperback  books  in  the  U. 
S.  ended  in  failure,   it  also  teaches  us  the  importance  of  the 
right  concept  for  developing  the  product.    In  that  case,  as  in  the 
present  transition,  the  two  factors  of  supreme  importance  were 
better  access  and  loMer  cost*. 

For  the  ,'>ast  500  year's  books  and  manu<»criptB  have  been  the 
most  effective  method  available  for  storing  knowledge  and 
inforT^ation  and  for  providing  random  access  to  it.  T 
microfiche  emerged  as  a  possible  challenger.   While  \.,  "tedium 
provided  a  cost  aovan   ige  over  paper,   for  mosc  people  ths  medium 
did  itot  provide  an  advant«ige  in  perf  ormanct^ .   ^he  trend  in  the 
electronic  medium  is  clear.    It  will  eventually  provide  ^ost  end 
performance  advantaoes  of  ten  to  a  hundredfold  over  books  and 
pdtper.   This  will  be  achieved  when  one  can  use  an  electronic 
device  to  order  all  public   information  frorr  a  satellite  and  to 
store  it   in  an  electronic  book. 

In  order  to  put  this  in  perspective,  consider  the  situation 
in  the  late  thirties  when  discretionary  income  was  low  fron  the 
great  depression.   Someone  has  an  innovative  concept.   Since  books 
are  so  expensive,   why  not  publish  cheap  paperback  books.  They 
would  have  two  advantages:   much  easier  '^.o  carry  and  so 
inexpensivte  that  losing  one  would  be  of   little  consequence.  By 
using  material   in  the  public  domain,   the  risk  of    loss  would  be 
minimal,   and  the  sale  of   100,000  or  so  would  be  a  breakeven 
point.  Why  not  start  with  five  tragedies  of  Shakespeare.  Although 
in  the  previous  twenty  years  there  had  been  several   attempts  to 
sell    paperback  b*-   ks  in  the  United  States,   all  had  failed.   As  a 
result  of  a  new  marketing  concept,  this  venture  produced  sales  of 
more  than  2.5  million  copies  of  Shc>k:?speare  '  5  Fi^ye  Iragedi.es. 

Some  such  scenario  launched  the  paperb«.ck  book  explcraon  in 
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the  thirties,  which  made  book*6  readily  availabl<?  at  prices 
miUiors  could  afford.    The  key  concept  was  marketing.   World  War 
II  unaoubtedly  facilitated  the  transition  which  in  some  forty 
years  has  changed  the  market.  Frofi  100  percent,  of  books  sold 
before  the  thirties,  hardbound  books,  in  i978,  accounted  for  less 
than  30  percent  of  the  1.6  billion  books  sold  in  the  United 
States.   The  price  of  h&rdbound  books  averaged  ^23. 96,  compared 
with  mass  market  paperback  books,  which  averaged  ^2.0o  and  trade 
or  higher  paperbacks,  which  averaged  $7.21. 

Ibg  iecond  Stag J 

The  second  stage  in  the  current  transition  will  be  even  more 
dramatic.   It  will  undoubtedly  s^e  the  prcTduction  of  thp 
electronic  book.   This  will   probably  be  a  flat  screen  about  the 
size  of  a  hardbound  book  and  about  as  thi  ic.    It  should  be  caoable 
of  providing  color  and  black  and  white  resolution  equal   to  the 
best  printed  product  and  of  providing  access  to  the  equivalent  of 
more  th«n  50,000  pages.   Une  will   be  able  to  access  the  pages  on 

he  basis  of  a  sophisticated  retrieval  system  either  by  touch  or 
voice  and  tc  change  the  contents  of   the  electronic  book.  The 
local  printers  can  still   play  an  important  role  in  reproducing 
the  content  to  be  stored  7n  these  electronic  books  and  in 
handling  the  distribution  and  payment.    It  will  be  a  new  industry, 
and  one  more  stage  in  the  evolution  of  the  Information  Society 
which  could  eventually  have  all   recorded  public  information 
stored  in  a  satellite  to  ue  delivered  upon  command  and  payment. 

Actions  and  Policies  of   the  Feder^i  Ggyernment 

The  Federal   Government  can  support  and  encourage  this 
transition  or   it  can  restrict  it-  Tiie  most  deciBi\e  single  act  in 
support  of  a  more  effective  distribution  of   its  information  would 
be  the  requirement  that  «.  1 1   agencies  broadcast  all  public 
electronic  information.   This  would  include  all  public  information 
generated  bv  word  processors  or  added  to  existing  databases.  This 
requirement       aid  pr*  «erve  in  electronic  form  much  of  the 
information      tat  is  now  produced  on  word  processors  and  submitted 
as  reports  to  Congress  in  paper  form  and  never  preserved  in 
electronic  form.    In  these  inst^tnces  both  the  Congrestf  and  the 
people  are  tSie  losers. 

Instead  of  encouraging  the  ^^idest  and  least  exper-^ive 
distribution  of  inf oriration,   the  present  inclination  o     some  in 
Washington  is  to  restrict  the  distribution  of   information  or  at 
least  not  to  use  the  method  of  distribution  that  would  have  tre 
potential  of  reaching  the  greatest  number  ^  '  interested 
individuals  at  the  lowest  cost.   An  example  •      this  attitude  it 
provided  by  the  "Electronic  Patent-Data  Dissemination 
Guidelines".   As  published  in  the  Federal  Register  -Tor  June  14, 
1984 >  they  provide*.'  thit  "bulk  resale  of  PTO  data  by  commercial 
data  base  vendors  will  be  prohibited  by  the  terms  of  the  bulk 
sale  agreement."  On  the  basis  of  this  statement,  a  company  could 
not  distribute  the  total   database  in  a  different  electronic 
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In  its  three  vo.ume  report  to  the  Congress  dated  December 
1982  u  ider  Section  9  of  P.L.   96-517,   xt  Ma%  recognized  that 

Patent   information  dissemination  is  important  because  nf  the 
'multiplier'   erfect  technological   disclosures  have  on 
further   inventi on  and  potential    infringement.  Trademark 
information  dissemination  is  important  because  it  allows 
businesses  to  determine  the  availability  of  marks  and  the 
existence  of  potential   infringement.   Disse.ni nation  is 
limited  by  paper  files  located  only  in  the  PTO  in 
Washington,   D.C.   area.   The  files  are  corjtly  to  reproduce  and 
maintain  in  more  accessible  locations  around  the  country. 

Althougn  the  PTO  was  urged  in  its  public  hearing  held  July 
23,    1981   trj  use  satellite  broadcast  for  the  distribution  of  all 
public  information,  no  steps  have  been  taken  to  implement  such  a 
program  which  would  have  resulted  in  the  reproduction  and 
maintenance  of  PTO  files  in  numerous  accessible  locations  around 
the  country.    In  fact  in  the  status  report  prepared  August  27, 
1984,   there  is  no  mention  even  of  the  importance  of  information 
dissemination  to  the  public. 

Al \   of   the  information  w^lch  I  have  seen  indicates  that  che 
automation  of  the  PTO  is  well   planned  and  executed,    it  will   be  a 
great  boon  to  the  country.    It  is  now  in  a  stage  where  the  PTO 
could  participate  in  pilot  projects  to  test  tht*  feasibility  cf 
broadcasting  its  electronic  databasa.   Such  broadcasts  might  be 
arranged  for  demonstration  in  connection  with  the  AAAS  meeting 
and  th«»  National   White  House  Conference  on  small   business  to  be 
held  next  year. 

Xb?  Wbile  bQyse  Cgnference  on  Small  Business 

Subsequent  to  my  presentation,   I   learned  by  accident  that 
the  White  House  Conference  on  S«nal  1  Business  was  having  meetings 
in  all   States  to  discuss  issues  and  to  elect  delegates  to  the 
National   Conference  to  be  held  in  Washington,   D.C.    m  August  17- 
21,  1986. 

Information  ^s  vital   to  small   bu?in?ss.   While  not  all  such 
inforfpation  comes  from  the  Federal   Government,   small   business  is 
at  a  disadvantage  with  respect  to  large  business  in  cotaining 
access  to  those  vital    items  whether  they  pertain  to  legislation, 
procurement,   regulations,  announcements,  statistics,  trade 
opportunities,  patents  and  trademarks,   filings  with  the 
Securities  and  Exchange  Commission,  additions  to  databases, 
reports,  etc. 

In  the  first  place  most  small   businesses,  defined  as  ^hose 
w  th  less  than  500  employees,   cannot  ^»fford  to  maintain  an  o**iCP 

Washington,   O.C.   which  can  watch  the  flood  of   information  and 
rapi  dl  y  obtai  n  1 1  ems  of  i  nte^rest . 


3J8iUIAVA  V«»0:j  T83tj 


ERIC 


567 


561 


In  th»  m«:ond  plac«  momt  mmall  bumin«m«»«  ca-inot  afford  th» 
prM«nt  high  cargM  for  online  accMm  to  •ximting  co«m«-ci«l 
databamvm.  Thi  ,  im  not  to  may  that  the  chargwrn  ar»  •xc»mmiv» 
bamsd  on  comt«,  but  rath»r  that  jumt  am  thm  onlin»  databammm 
provided  a  quantum  improvcfliont  ovmr  papmr  dimtrlbution ,  broadcast 
and  optical  dime  dimtribution  providm  a  quantum  improvmmwnt  ov«r 
•ximting  mvthoJm  with  r»mpmct  to  comt ,  mpvmd,  «nd  mf f --t i vmn»»m 
in  umm. 


^*  «n  mxamplm,  thm  coribi nation  of  optical  dimcm  and 
information  broadcamt  can  r»ducm  thm  comt  oi  th»  information  m 
thm  CQQflr«tltSffl«I  BLCfctfir^,  which  for  1985-86  comt  ♦IS.  00  in 
paper,  to  jumt  a  fmw  uentm,  expand  thm  covmragm  to  include  all 
mtaff  membmrm,  thmir  f^l^hon^  numbmrm.  and  thm  mamm  for  thm 
agmncimm,  «nd  kemp  that  rnvmragm  current  In  a  way  that 
indlvidualm  and  libraries  can  manage  it. 

In  the  third  olace  small  buminems  im  at  a  dimadvantage  with 
rempect  to  large  buminemm  in  handling  the  paper  prtxiuct.    If  both 
have  to  handle  a  given  amount  of  paper  with  rempect  to  a  given 
competitive  area,  the  proportion  of  total   comt  for  mmall  buminemm 
u»ould  be  greater  than  for  large  buminemm. 

In  the  broadcamt  of  information  both  large  and  mmall 
buminemm  would  benefit,  but  the  greater  benefit  would  a-crue  to 
email  buminemm.    If  a  mmall  computer  mymtem  could  capture  and 
filter  the  information  for  both,  then  they  would  be  on  an  equal 
bamim.  While  the  comt  of  the  mymtem  for  mmall  buminemm  would 
mtiU  be  a  larger  proportion  of  total   comt,  the  ef   ictivenemm  of 
the  computer  mymtem  and  its  greater  coverage  would  be  an  offset. 

In  an  effort  to  raime  this  immue  for  dimcumsion  at  the 
National  Conference  on  Small  Buminemm,  a  paoer  dimcumming 
"Information  and  Small  Buminemm"  ham  been  provided  to  delegatem 
at  mome  of  the  State  meetingm,  and  a  draft  remolution  ham  been 
introduced  recommending  that  all  public  electronic  information  of 
the  Federal  Government  be  broadcamt  on  the  momt  comt  effective 
bamim  available.   A  copy  ot  thim  paper  and  remolution  are 
attached. 


Rele  Bi  iRchnolog^  j,n  E^ucatioQ 

The  key  to  computer  literacy  im  learning  to  maice  the 
computer  help  the  individual.   The  objective  of  making  people 
literate  im  to  enable  them  better  to  enjoy  uf.  and  to 
participate  effectively  In  mociety.   If   individualm  learn  to  use 
the  computer  to  write,  to  calculate,  to  mtore  information,  to 
communicate,  and  to  retrieve  Information,  then  they  ar ^  computer 
1  iterate. 


If  my  ^    mion  of  the  future  im  accurate,  the  greatest  use  of 
the  computer  will  be  the  retrieval  of   information.   If  all  public 
information  im  ultimately  brcadcamt,  thim  will  certainly  be  the 
came. 
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We  are  now  at  time  in  the  development  of  technology  where 
the  Federal    Government  ran   chart  tl  e  direction  of  our  information 
society.    It  can  *.,ther  influence  the  trend  to  the  broadcast  of 
informatirn  for  the  widest  distribution  at  the  lowest  cost  cr  it 
can  use  \ts  power  to  slow  that  process  by  policie*?  that  increase 
the  cost  of   electronir  distribution  or  even  prohibit  the  bulk 
distribution  of  agency  databases.    If  tt\e  7  atter  course  is 
followed  those  least  able  to  pay  will   be  the  losers. 

An  independent  school   district  in  Texas  with  a  progran  to 
help  children  do  better  research  for  classroom  papers  spent 
$400.00  in  one  month  for  student  «ccees  to  online  databases.  With 
an  optical   disc  system,  this  cost  could  be  drastically  reduced 
and  more  students  served.   As  the  broadcast  of  information  becomes 
a  reality,   students  will   have  an  opportunity  to  expand  the 
research  possibilities  at  a  lower  cost  to  the  school  districts. 

It  IS  commendaole  that  the  Joint  Committee  on  Printing  is 
studying  the  feasibility  and  desirability  of  providing  access  to 
Federal   Government  information  m  electronic  formats  to 
depository  libraries.   Broadcast  distribution  would  make  it 
available  to  all    libraries  in  a  form  that  they  can  handle.   It  is 
impossible  for  the  smaller  libraries  to  handle  all  of  the 
government  information  n  paper.   With  the  promise  of  new 
technology,    it   is  conceivable  that  even  a  small   county  library 
could  handle  all   public  domain  information,   at  least  for  the  next 
few  years.   What  better  way  to  teach  children  t,ie  techniques  and 
importance  of  researi-h*^ 

iQtC'natignal  Trade 

In   1980  the  Department  of  Commerce  was  working  on  a 
Worldwide  Information  and  T-ade  System   (WITS).   Unfortunately  it 
never  materialized  as  a  sv<:item.    If  we  were  to  have  had  such  a 
system  in  operation  duri''  j  these  last  few  years,   it  i5  possible 
that  the  U.S.   trade  d         it  would  not  be  as  large  as  it   is  today. 
The  information  that  bkriongs  in  such  a  system  could  be  re&dily 
broadcast  today  at  a  very  small   fraction  of  the  cost  of  the 
system  as  originally  conceived     nd  with  results  that  might 
perhdips  neve  even  greater  impact. 

It  IS  clear  that   if  the  people  of  the  United  &     tes  are  to 
maintain  and  increase  their  level   of   living,  productivity  will 
have  to  increase.  The  distribution  and  use  of   information  offers 
the  greatest  promise  for  such  an  increase.   A  report  of  the  Bureau 
of  National   Affairs  Inc.    estimated  that   10  percent  of  all  office 
wjorker^  now  use  computer  terminals.   Thi**  could  grow  to  oiore  than 
50  percent  by  the  end  of   the  decade  with  an  increase  in 
productivity  from  50  to  500  percent  depending  upon  the  type  of 
app\ 1  cat  1  on . 

QoliQl  L«si  on 

The  world  is  changing.    The  information  '-evolution  promises 
to  produce  an  even  greater   impact  than  the  industrial  revolution. 
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Government  should  be  in  the  lead,  especially  since  new  technology 
can  produce  better  results  in  the  distribution  of   informatinn  at 
lower  cost.   The  National  Library  of  Medicine,  which  was  in  u^ie 
lead  in  developing  what  everyone  recognizees  as  an  extremely 
valuable  database,  should  now  take  the  lead  m  broadcasting  its 
new  additions  at  the  highest  possible  data  rat ^  commensurr te  with 
equipment  costs  for  libraries. 

The  PTO  which  is  developing  an  excellent  automation  system 
should  pass  on  the  benefi^.^  to  the  taxpayers  who  are  financing  it 
by  broadcasting  the  informa  ion  so  that  anyone  who  can  u  le  it  can 
have  access  to  it. 

Information  is  not  a  perishable  asset,  nor  is  it  subject  to 
the  law  of  diminishing  returns  in  thf*  way  of  most  goods  and 
services.   As  the  PTO  report  of   1982  recognized  information 
dissemination  is  important  because  of  the  "mt'tiplier"  effect.  In 
international  competition  rapid  dissriti nation  of  information  can 
make  the  difference  between  success  and  failure. 
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Letters  From  Robert  N.  Snyder,  Executive  Vice  President, 
Disclosure,  Be^hesda,  Maryland,  Dated  June  13  and  Novebabee 

8, 1985 


The  Honorable  Glc-nn  English 
U    S.  House  of  Represenratives 
Chairman,  SubcommUtee  of  Government  Information, 
Justice,  and  Agriculture 
B-349-C  Rayburn  House  Office  Building 
Washington,  O.C  20515 

Dear  Mr.  Chairman 

Disclosure  Information  Group  ("Disclosure")  received  your  letter  of  May  8 
regarding  the  hearings  on  elec'.'-Onic  coUect'On  and  dissemination  of 
information  by  federal  agencies     As  the  Securities  and  Exchange  Conmissic- 
<  SuC")  contractor  for  the  dissemination  of  public  company  filings  over  the 
past  17  years.  Disclosure  would  be  happy  to  assist  the  Subcommittee  in  its 


The  Subcommittee  should  recognize  that  there  ar>  several  methods  available 
to  compute  document  levels     Ihe  most  relevant  irethods  are  ascertaining  the 
actual  number  of  documents  filed  or  the  number  of  microfiche  produced  from 
these  documents  (which  latter  number  determines  our  operational  costs)  In 
order  to  provide  the  Subcommittee  with  complete  information,  both  methods  are 
reported  here 

O'jring  the  period  June  1,  1934  throuyn  May  3j,  i58b.  Disclosure  received 
222,355  documents  from  the  SEC     Of  this  total,  108,331  documents  (49t)  are 
actually  sold  to  the  public     The  remainder  o*'  the  documents  are  of  little  or 
no  interest  to  the  investing  public 

From  the  222,355  docunents  r-^reived.  Disclosure  produced  290  661 
microfiche     Of  this  total,  164,487  (571)  are  commercially  marketable 

These  figures  represent  only  those  filings  received  during  the  past  twelve 
months     The  quantity  of  public  company  filings  that  are  filmed  annually  has 
grown  substantially  since  1968  when  Disclosure  began  filming  SFC  documents 
In  rece-it  years,  thp  most  rapid  growth  has  been  in  those  documents  that  are 
not  of  interest  in  the  commerrial  narket     For  example.  Broke. 
Dealer/Investment  Advisor  tilings  grew  from  3,921  filings  made  in  "ebriiary  and 
March  1984  to  8,701  fihngs  made  during  those  sane  two  months  in  1985 
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June  13,  1985 
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In  the  past  six  years.  Disclosure  has  been  contractually  responsible  for 
filming  all  documents  rpcelved  by  the  Commission,  regardless  of  commercial 
Interest,  at  no  cost  to  the  CoflWfiisslon     Prior  to  that  time,  Disclosure  was 
contraciually  responsible  f'^r  filming  only  those  documents  that  had  a 
commercial  market. 

If  you  iiave  any  questions  on  the  enclosed  Information  or  need  further 
information,  please  do  not  hesitate  to  91 ve  me  a  call. 


Sincerely, 


cc   R  Gellman,  ^"hcomn'i tree  Counsel 


RNS/ls 
M05I 
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5161  »ver  ftomi 
BtihMda.  Mwyteid  20616 
T«l«phone  301-95M300 


November  8,  1985 


The  Honorable  Glenn  English 
Chairman 

Government  Information,  Justice  and 
Agriculture  Subcommittee  of  the 
Committee  on  Governmeptal  Operations 
Rayhurn  House  Office  Building 
Room  2235 

Washington,  D.C  20515 


Dear  Chairman  Engll sh. 

C  sclosure  Information  Group  was  the  Information  dissemination  contractor 
to  the  Securities  and  Exchange  Commission  ('•SEC"  or  the  "Commission")  from 
1968  through  September  1985     He  beMeve  those  17  years  of  experience  gives  us 
a  unique  perspective  on  the  special  problems  inherent  in  reproducing  and 
disseminating  Information  on  publicly-traded  coippantes,  and,  of  equal 
Importance,  the  reruirements  of  thousands  of  end  users  of  this  information 
We  are  writing  to  express  our  concerns  about  the  electronic  filing  system 
("EDGAR")  currently  under  development  by  the  SEC. 

Specif tcally,  our  concerns  focus  on  the  SEC's  intent  to  exciuJe  paper 
records  in  the  proposed  electronic  filing  system,  to  the  detriment  of  a 
substantl.M  community  of  end  users  of  the  information  that  rely  on  paper  or 
microfiche  copies  of  SEC  filings  to  maintain  archival  records.    Because  the 
EDGAR  project  may  also  serve  as  a  model  for  other  federal  agencies  to  use  in 
the  design  and  Implementation  of  their  own  electronic  dissemination  systems. 
Disclosure  requests  that  this  letter  be  included  in  the  record  of  your 
Subcommittee's  hearings  on  government  database  autonation 

The  SEC  plans  to  contract  for  the  development  and  operation  of  an 
electronic  data  system  that  would,  as  currently  designed,  become  the  sole 
means  by  which  information  is  filed  with,  maintained  at,  and  disseminated  from 
the  SEC     The  SEC  has  Issued  a  Pre-Sol 1 c i tation  document  that  provides  details 
on  the  operation  of  the  proposed  EDGAR  system     The  SEC  has  indicated  that  it 
will  release     formal  Request  for  Proposals  in  the  fall  of  1985  in  the 
expectation  that  EDGAR    IH  be  operational  in  the  fall  of  986 
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The  proposed  EDGAR  design  mandates  that  componies  that  ^ile  reports 
required  by  the  SEC  do  so  only  by  electronic  means,  no  paper  fiiingi  will  be 
permitted.    (Because  the  EDGA1  system  will  not  be  capable  of  digitizing 
charts,  graphs,  pictures,  or  maps,  however,  th''.-?  pictorial  representations 
are  to  be  submitted  in  paper  form  as  separate  filings.    This  limitation  in  the 
EtX^.f*;  design  "111  cause  confusion  in  the  user  community  that  will  now  need  to 
refer  to  severai  sources  to  assemble  comp.ete  copies  of  reports.)  This 
decision  to  prohibit  paper  filings  —  with  the  one  exception      has  already 
been  implemented  in  the  current  EDGAR  pilot  project,  in  which  over  100 
companies  are  participating. 

The  proposed  EDGAR  design  with  its  prohibit'on  against  paper  filings 
completely  overlooks  the  needs  of  f.  .ly  private  secto^^  use-s  of  SEC  date  that 
maintain  an  archival  record  of  SEC  filings.    Libraries,  financial 
institutions,  law  firms  and  various  other  user  groups  need  complete  physical 
documents  te.g.  paper  or  microfiche)  that  can  be  reproduced  readily  and  stored 
over  long  periods  of  time     EDGAR  as  currently  designed  would  thwart  these 
user  needs.    The  data  that  is  now  transmitted  electronically  in  the  pilot 
program  is  difficult  to  reproduce  on  paper  because  awkward  margin  shifts  recur 
frequently  and  the  type  s)ze  Is  too  small,  making  the  documents  difficult  to 
read  and  unsuitable  for  telecopying     Additionally,  Decause  charts,  graphs, 
olctures  and  maps  will  be  filed  on  paper,  a  duplicate,  cross-referenced  filing 
system  will  have  to  be  developed  and  maintained  by  users  to  accommodate  both 
the  electronic  filings  and  the  accompanying  paper  documents  that  complete  the 
filing     The  potential  injury  to  a  large  body  of  users  who  will  not  have  ready 
access  to  necessary  financial  data  can  be  eliminated  if  ♦  ^e  SEC  will  require 
concurrent  paper  filings  during  a  suitable  test  period     The  purpose  of  the 
additional  paper  document  would  be  twofold:    (1)  to  continue  uninterrupted  the 
dissemination  of  financial  Information,  and  (2)  as  a  back-up  If  problems  arise 
in  the  electronic  filing  process. 

with  any  new  program,  time  will  be  required  to  test  and  modify  EDGAR  to 
best   .eet  the  needs  of  the  sponsor  and  user  community     However,  until  EDGAR 
is  completely  operational  and  f    Mis  its  intended  objective,  as  measured  by 
the  user  community  as  well  as  t.    SEC,  the  SEC  should  not  disrupt  the  flow  of 
complete  financial  information  to  the  public  for  the  purpose  o*"  maintaining  a 
"live"  experiment     Furthermore,  as  all  registrants  must  continue  to  produce 
and  aistribute  paper  filings  to  pctentlal  investors,  shareholders,  applicable 
exchanges,  and  stdtt>s,  requiring  the  concurrent  submission  of  ?  paper  document 
to  the  SEC  from  EDGAR  participants  will  not  burden  these  filers  or  thi 
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Assuming  that  the  SEC  is  faced  with  the  difficulty  of  determining  whether 
the  paper  or  tne  electronic  filing  represents  the  "official"  filing,  the  SEC 
need  only  mandate  one  as  the  official  riling  and  file  the  other  one  for 
reference 

Timely  and  complete  information  on  publicly-traded  companies  Is  vital  to 
both  the  effective  regulation  of  the  securities  market  by  the  SEC  and  1nforme^^ 
Investment  by  the  public.    In  our  view,  continuing  a  paper  trail  will  enhanc? 
the  ability  of  the  user  public  to  obtain  access  to  such  information  while  not 
Impeding  the  regulatory  function  of  the  Commission. 


Sincerely, 


Rollfirt  1^  Snyder 
Executive  Vice  President 
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APPENDIX  lO.-PATENT  AND  TRADEMARK  OFFICE 
EXCHANGE  AGREEMENTS 


AGREEMENT 

The  U.S.  Patent  and  Trademark  Office   (PTO)  and  Thomson  and 
Thomson  (T&T)   agree  to  exchanqe  the  products  and/or  services  as 
specified  under  the  conditions  stated  below: 

1.     The  PTO  will  provide  to  T&T  the  following  items  on  a 
non-exclusive  basis,  without  charge,  on  a  mutually  agreed-upon 
schedule.     This  schedule  is  included  as  Attachment  A  to  this 
agreement  and  may  be  modified  by  the  mutual  consent  of  the 
parties. 

a.  A  paper  copy  with  a  film  backup  of  all  active  federally 
registered  marks  through  December  31,   1984,  and  a  paper  copy 
of  all  "flag"  pages  contained  in  the  PTO  bound  volumes. 
Expired  or  cancelled  registrations  will  not  be  intentionally 
included . 

b.  A  paper  copy  of  the  drs^wings  of  applications  pendir4g  as 
of  April,   198  3  or  a  date  mutually  agreed  upon  by  the 
pariiies.     Copies  may  be  limited  to  marks  containing  design 
elements  or  stylized  displays.      The  images  of  marks 
represented  on  such  copies  shall  be  reduced  to  such  standard 
size  as  is  necessary  to  facilitate  digitization. 

c.  A  computer  file  of  active  registration  numbers  as  of 
December  31,   1982,   and  of  all  pending  application  serial 
numbers  as  of  the  cut-  off  date  selected  in  Section  l.b. 
above . 

d.  A  paper  copy  of  available  assignment  index  cards  for  all 
active  registered  and  pending  marks  available  as  of  the  date 
on  which  the  cards  are  copied. 

e.  Complete  specifications  for  the  digi^'ized  images  of 
marks  with  design  elements  or  stylized  typography.     Also  to 
be  included  arc  specifications  and  instructions  for  coding 
ard/or  keying  into  a  computer  processable  medium  any  and  all 
of  the  data  elements  in  the  PTO  trademark  6atA  base.  Final 
specifications  will  be  furnished  in  accordance  with  the 
Schedule  in  Attachment  A. 

f.  A  paper  copy  of  all  snecial,  non-registration  documents 
on  file  m  tne  Trademark  Search  Roon. 

Items  provided  by  the  PTO  must  be  of  sujh  quality  so  as  to  be 
legible.     The  paper  copies  of  registrations  and  drawings  of 
Pending  applications  must  be  of  such  Quality  as  to  be  usable  for 
producing  a  clear,   legible,  black  and  whit<»  paper  or  film  copy  or 
to  allov^  for  digitization  of  design  elements.     Attachment  D, 
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5-     Errata  sheets  associated  with  active  trademark 
registrations  contained  in  the  PTO's  bound  volumes  as 
of  December  3i,  1982. 

h.  Infornatioii  relevant  to  all  amendments. 

i.  Twelve  copies  of  each  trademark  Official  Gazette 
and  other  pertinent  publications. 

j.     Documentation  of  all  opposition  proceedings 
including  the  final  outcome  of  such  proceedings. 

k.  Concurrent  u^^e  proceedings,  including  the  outcome 
of  such  proceedings 

1.     Section  8  and  Section  15  Affidavits  filed  with  the 


m.  A  listing  of  trad<?marks  republished  with  pertinent 
aates,  and  supplenenlal  registrations. 

n.     Section  8  cancellations. 

o.     Other  Cancellation  Actions,   including  the  ojtcore 
of  disputed  actions. 

p.     Section  7d  cancellations. 

q.     Withdrawn  registrations 

r.     Trademarks  cane  xled  in  error 

s.  Cancelled  tradenarks  v^hich  are  revived. 

t.     Assignnent  data  including  assignees,  a?«=-iginors 
dates,  registration  numbers,   serial  numbe.-,   reel  number 
and  frane  nunbers,   and  copies  of  nicrofilm  reels  of 
assianments,   ooth  past  and  future,   for  verification. 

u.     Renewal  documents,   including  cur**ent  ownership 
statenents. 


V.     Trademark  Trial  and  Appeal  Board  decisions. 

w.  To  the  extent  practical,  past  Trademark  Trial  anH 
Appeal  Board  decisions. 

X.  Serial  numbers  which  are  misassigned,  or  which  we 
not  assigned. 
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y.     Any  data  not  spacifically  referred   to  herein 
currently  extant  or  subsequently  required  by  or 
customarily  provided  by  the  PTO,   as  mutually  aqreed 
upon. 

Items  provided  by  the  PTO  will  be  legible,  and  any  desiqn 
elements  will  be  of  sufficient  quality  to  be  usable  for 
producinq  a  clear,   leqible,  black  and  white  paper  or  film 
copy.     In   the  event  that  TCR  shall  receive   items  of 
substandard  legibility,    it  shall  have  the  riqnt  to  return 
them  to  PTO  for  replacement  by  items  of  suitable 
legibility.     This  shall  be  TCR's  only  remedy. 


2.    The  PTO  will  perform  or  provide  the  follov/inc* 

a.  Equipment  (including  maintenance)    in  g^^  d  working 
order  and  computing  resources  (including  ':«interiance 
but  excluding  personal  services)   to  be  used  by  TCR  to 
edit  and/or  verify  and  convert  to  computer  processable 
fcrm  the  data  contained   in  the  documents.     Equipment  to 
be  furnished  by  the  PTO  is  listed  in  Attachinent  B,  and 
is  to  be  specified  by  tne  PTO  after  completion  of  any 
acquisition  action  that  may  be  required. 

b.  Recognizing  TCR's  desire  to  continually  evaluate 
the  effectiveness  of  equipment,  and  to  utilize 
equipment  which  enhances  employee  productivity,   the  PTO 
agrees  to  review  the  results  of  any  testinq  or  research 
corducted  by  TCR  related  to  data  entry  or  comouter 
terminal  equipment.     As  equipment   is   identified  by  TCR 
to  be  superior  to  PTO  furnished  equipment,  the  PTO  will 
exert  i  z  best  efforts  to  acquire  such  equipment  for 
use  by  TCR  within  the  constraints  of  available  funds, 
and   federal  procurement  and  federal  property  manaaement 
regulations. 

c.  The  PTO  and  TCR  shall  niutually  agree  on  the 
specifications  and   instructions  for  coding  and/or 
keying  into  a  computer  processable  niedium  any  and  all 
of  the  data  elements  liste-^   in  1.   above,   needed  by  the 
PTO  for  its  automated  trademark  data  base. 

d .  Any  magnet ical ly  encoded  tane   result ing  from  OCR 
scann  ing  of  orig  inal  documents  recelve.1  by  tbe  PTO 
which  are  or  relate  to  trademark  applications  or 
registrations  or  any  other  data  elements  contained  in 
1.  above. 
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e.  The  computer  processable  text  of  tradenarks  as 
prepared  for  printing  in  the  tradanark  official 
Gazette,   in  a  nutually  agreed  upon  format,  and 
documentation  related  to  its 'creation  and  use. 

f,  Notwi tnstanding  anything  herein  contained  to  the 
contrary  in  paragraph  9,   the  PTO  agrees  to  provide 
adequate  space  in  the  Tradenark  Search  Library  where 
TCR  can  provide  search  services  to  the  pjblic  for  a  fee 
during  the  same  hours  as  the  Library  is  open  to 
public.     TCR  shall  assume  responsibility  foe  the 
installation  and  naintenance  of  all  equipment 
associated  vtith  their  search  service,  including 
telephone  equipn^^nt.     The  PTO  shall  not  be  liable  fo 
any  damage  or  loss  of  such  equipment  as  TCR  may  place 
in  the  soace  provided. 


3.  TCR  shall  provide  to  the  PTr  data  contained  in  the 
documents  provided  to  TCR  under  1.,   above,   in  a  computer 
processable  forrir   in  a  fornat  to  be  established  by  mutual 
agreemen  t . 

Data  to  be   furnished  by  TCR  shall  include  the   folio  •Jiig: 

a.  Data  necessary  for  the  PTO ' s  trademark  application 
nonitoring  system,  consisting  of  bibliographic  data 
captured  from  the  newly  filed  tradenark  applicaiion, 
updated  int'ornation  resulting  from  auendnent  and  office 
actions,  and  TTAB  and  court  decisions. 

b.  Data  necessary  for  establishing  and  maintaining  a 
computerized  tradenark  assignment  information  file. 

c.  Data  necessary  for  the  publication  of  tho  textual 
portions  of  the  trademark  registration  documents, 
including  Official  Gazette  textual  material. 

d.  Data  necessary  for  the  printing  of  TTAB  decisions. 

4.  In  addition,  TCR  shall  verify,  validate,  and  enrich  all 
data  It  oends  to  the  PTO  by  using  appropriate  TCR 
proprietary  editing  sot'twaro  which  will,   among  other  thinqs 
test  for  logic  and  consistency  within  the  data  itself. 

5.  In  the  event  that  TCR  is  unable  to  fulfill  its 
obligations  or  unilaterally  terminates  this  agreement,  TCR 
shall  gra^.t   to  Ine  pTO  a  license  to  lise  TCR's  software  used 
in  the  fuieuiment  of  this  agreement  '^ir  the  remaining 
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period  of  the  agraenent  at  no  cost  to  the  PTO,  and  to 
provide  reasonable  documentation  and  assistance  in  the  use 
and  maintenance  of  the  software. 

6.     Each  party  will  exerc  its  best  efforts  to  insure  the 
accuracy  and  completeness  of  the  data  transferred  to  the 
other,  but  neither  party  warrants  its  data  to  be  free  from 
errors  or  to  be  complete,  and  neither  party  shall  be 
resi'ionsible  to  the  other  for  damages  arising  therefrom. 
Best  efforts  shall  nean  reasonable  visual  proofing  and 
coniputer  editing,  where  possible  of  application  and  printed 
data  converted  from  document  to  computer  processable  form. 

a.     Cac*^  party  shall  promptly  provide,  in  a  format  to 
be  nutually  determined,  identification  oZ  any 
omissions,   inconsistencies  or  errors  contained  in  any 
of  the  material  furnished  under  this  agreement,  and  the 
party  who  causes  the  omission,  inconsistency  or  error 
shall  exercise  its  best  efforts  to  promptly  correct  the 
omission,  inconsistency  or  ecror,  and  notify  the  other 
party  o£  the  correction,  whenever  appropriate. 


7.     The  PTO  shall  allocate  adequate  personnel  to  assist  in 
identifying,  obtaining  and  correcting  errors  of  omission, 
commission  and  incompleteness  located  by  TCR's  information 
system  or  by  the  PTO.     The  PTO  and  TCR  shall  each  designate 
in  writing  the  name  or  names  and  successors  thereto  of 
persons  responsible  for  resolu^-ion  of  all  errors  and  other 
problems  resulting  from  this  agreement  and  who  will  receive 
notice  of  all  such  found  by  PTO  and  TCR  personnel. 


8.     For  the  period  of  this  agreement,  or  any  extensions 
thereto,  the  PTO  will  not  sell,  assign,  lease,  donate,  or  in 
any  other  way  convey,  and  wiU  apply  its  best  efforts  to 
avoid  and  prevent  providing  a  computer  processable  copy  of 
data  provided  by  TCR  to  any  third  party  except  as  followst 
bibligraphic  data  related  to  new  trademark  applications, 
assignment  information  subsequent  to  December  31,   1984,  and 
computer  print  data  (Official  Gazette  print  tape)  or 
derivitives  from  it. 

In  the  event  that  the  FrGodon  of  Information  Act  or  other 
law  necessitates  releasing  the  information,  the  PTO  will 
provide  only  a  printea  paper  copy  of  the  document  or 
I'^.formation  in  a  style  and   tormat  which  will  prevent  or 
discourage  conversion  to  computer  processable  form  unless 
ordered  to  do  otherwise  by  a  court  of  competent 
3urisdi  ?ti.on . 


ERIC 


574 


Transfer  of  the  data  provided  to  the  PTO  in  a  computer 
processable  form  or  in  a  form  readiJy  convertible  to  a 
computer  processable  form  to  any  other  agency  of  the  U.S. 
qove'irnmen t ,  will  be  niade  subject  to  the  vnritten 
acknowledgement  by  the  agency  that  they  w^ll  abide  by  all 
the  terms  and  conditions  of  this  aqreen»ent. 

9-     For  the  period  of  this  agreement,  or  any  extensions 
thereto,  the  following  additional  conditions  will  aoplyr 

a.  TerTiinals  made  available  to  members  of  the  public 
bv  the  PTO  for  the  Purpose  of  using  PIO  data  elements 
derived  from  the  data  referenced  above ,   a J one  or  in 
combination  with  other  PTO  data,  will  be  located  in 
designated  public  search  area  at  the  PTO  or  at  Patent 
Depository  Libraries  and  will  be  used  only  with  search 
softv/are  limited  in  capability  to  that  comparable  to 
present  manual  paper  file  searching  in  the  PTO 
TradeTiarlc  Search  Room.     A  description  of  the  current 
trademark  search  libr^sry  for  establishing  this 
comparable  level  v/i  11  be   incorporated  into  this 
agreement • 

pro  softv;are  with  greater  capability  that  may  bo 
provided  to  trademark  examiners,    PTO  officials,  or 
other  PTO  employees   for  accessing  the  data,   will  not  be 
available  to  the  public. 

b.  No  connection  from  outside  the  PTO  will  be 
oermitted   for  accessing  any  data  provided  the  PTO  under 
this  agree'^ent,  except  from  Patent  Depository  Libraries 
under  the  conditions  stated  above,  or  TCR  without 
restriction . 

c.  Data  captured  by  TCR  under  the  provisions  of  this 
agreement  shall  not  be  jqe'i   for  commercial  ourposes 
prior  to  the  time  that   the  same  data   is  made  available 
m  source  document   form  to  other  commercial  third 
parties . 

10.     "Magnetic  tape   furnished   under  this  aQreffment  shall  he 
returned  to  the  originator  within  sixtv  calendar  davs  of 
receipt.     Equipment   furnished  bv  the  PTO  under  this 
agreement   is  Govern-nent   Furnished  Eauipment,   an^!  shall  be 
returned  to  the  °T0  or  elsewhere  as 'mutually  aareeci  or 
pursuant  to  contract  with  the   vendor  or  lessor  of  such 
equipment,    m   like  new  condition   less  normal  wear  and  tear 
upon  ternination  of   this   aqreo'^.ent  or   :n  such  conHition  that 
the  manufacturer  or   the  manufacturer's  designated 
reoresentat ive  will  continue  maintenance  or  take  over  the 
na intenance . 
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11.  All  items  exchanged  under  the  terms  of  this  agreement 
by  the  PTO  and  TCR  shall  become  the  non-exclusive  property 
of  the  recipient  subject  to  the  terms  of  this  agreement. 


12.  Delivery  to  TCR  shall  mean  delivery  by  means  mutuall/ 
agreed  upon  to  TCR's  facility  located  at  One  Prickly  Pear 
Hill,  Croton-on-Hudson,   New  York  10520  or  elsewhere  as  mav 
be  mutually  agreed.     Transportation  of  materials  to  and  from 
TCR's  facility  or  elsewhere  as  mutually  agreed  will  be  the 
respo^^sibil ity  of  the  PTO. 

13.  Delivery  to  the  PTO  shall  mean  delivery  to  the  PTO's 
facility  located   in  Arlington,  VA  or  elsewhere  as  may  be 
mutually  agreed. 

14.  As  used  herein,   the  words  "mark"»   and  "trademark"  are 
intended  to  include  trademarks,   service   marks,  certification 
marks,   and  collective  marks  and  any  other  kind  of  m-i^-k 
registrable  by  the  PTO  under  the  Lanham  Act  or  any 
subsequent   anenclinent   thereto  or  replacement   thereof.  The 
word  "assignment"  refers  t^  all  documents  that  either 
evidence  the  transfer  of  title  or  th.it  affect   title,   and  as 
such  are  deemed  to        recordablt-  by  the  PTO. 


15.  Rights  and  obligations  created   by  this  agreement  may  be 
assigned  at  any  time  by  TCP  to  another  eitity  with  the 
written  concurrence  of  the  PTO  which  sha}l  not  be 
unreasonably  withheld.     Ir.  any  case,   TCR  shall  remain 
responsible   for  the  proper  conipliance  with   its  obliqat\ons 
to  the  PTO. 

16.  No  agreement  will  be  made  with   any  other  oarty  which 
would  result  in  withholding   3f  any  riata   referred  to  herein 
in  any  form  from  TCR. 

17.  The  parties  agree  that   in  the  event  that   there   is  a 
failure  to  demand  compliance  with  any  nrovisions  set  forth 
in  this  agreer.ent  such  will     not   invalidate   this  agreement 
either  in  whole  or  in  part,  nor  will   it   prohibit  the 
appropriate  party  from  demundina  strict   compliance  with  any 
and  all  of  the  provisions  of  this  aq'-ooTient . 
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18.  In  the  event  that  any  provision  of  this  agreement  is 
held  to  be  unenforceable  such  will  not  invalidate  ♦•he  other 
provisions  of  this  agreement. 

19.  The  PTO  acknowledges  TCR*s  intention  to  copyright, 
patent  or  otherwise  protect  its  exclusive  data,  software,  or 
other  information  where  appropriate. 

20.  If  either  party  shall  substantially  fail  to  comply  with 
any  of  the  material  terns  or  conditions  contained  herein, 
that  party  shall  be  deemed  to  have  committed  a  breach  of 
this  Agreement,  and  the  party  not  in  breach  may  give  notice 
in  writing  requiring  xt  to  cure  such  breach.     If  such  breach 
IS  not  cured  within  sixty  days  after  receipt  of  such  notice, 
the  party  not  in  breach  shall  have  the  right,  without 
prejudice  to  any  other  rights  conferred  on  it  by  this 
Agreemert  or  by  law,  to  terminate  thif  Agreement  by  giving 
written  notice  thereof  to  take  effect  immediately. 

21.  This  agreement  represents  the  entire  unders  anding 
between  the  parties  and  may  not  be  modified  except  ip 
writing  signed  by  bot'i  parties.     The  agreement  takes  effect 
when  signed  by  both  parties,  and  will  remain  in  efT-^ot  fo*:  a 
period  of  ten  years  and  six  months  from  that  date.     ic  ma/ 
be  modified  or  terminated  at  any  time  by  mutual  consent  of 
the  parties. 


Irving  Ruzan 

President 

TCP  Service,  Inc. 


Commissioner  of  Patent., 
and  Trademarks 
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AGREEMENT  BEn^EEN  THE  PTO 
AND  TCR  SERVICE,  INC 

Agreenent  made  th^s  X'''^  day  of  1983,  by  and  between 

the  U.S.   Patent  and  Trademark  Off  ice   ''PTO)   and  TCR  *^ervice. 
Inc.   (TCR),  One  Pricky  Pear  Hill,  Croton-on  Hudson,  New  York 
10520. 


WHEREAS  the  PTO  and  TCR  are  desirous  of  entering  into  en 
agreement   in  compliance  v»ith  the  anthorj  ty  of  35  USC  Section 
6(a)  and  all  other  appropriate  and  relevant  lav/s.  rules  and 
regulations ;  and 

WHEREAS  PTO  and  TCR  agree  to  exchanne  the  data  oroducts  and 
services  set  forth  hereirt? 

NOW  THEREFORE,   the  parties  in  consideration  of   the  mutual 
promises  and  conditions  set  forth  herein  aaree  as  follows: 


1.     The  PTO  will  provide  to  TCR  paper,  microform  or  machine 
readable  copies,  original  documents,  or  lists,   as  mutually 
agreed  upon  of  the  following   items  on  a  non-exclusive  basis 
{except  as  other;ise  indicated),   without  charge,  on  a 
mutually  agreed-upon  schedule. 

Infori.iat  ion  and/or  documents  provided  by  the  PTO  under  this 
agreement  will  be  mutually  agreed  upon  by  the  parties,  and 
furnished  to  TCR  as  soon  as  p*-actically  possible  but   in  no 
event  later  than  the  same  information  and/or  documents 
become  available  to  any  third  party.     Attachment  A  to  thio 
agref^ment  establishes  the  schedule  for  the  exchange.     It  r.ay 
be  modified  by  the  mutual  agreement  of  both  parties. 

a.  Al]   newly  received  formal  anu   informal  trademark 
applications,    including  drawings,   as  soon  as  possible 
after  initial  processing  by  the  PTO, 

b.  All  rejection  actions  nrepared  by  the  trademark 
exami ners , 


c.  A  listinq  of  abandoned  trademark  aool ica 1 1 ons  , 
including  the  date  of  abandonpent, 

d,  A  listinq  of  all  suqo'jnded  trademark  aool i ca t ions  , 
o,     A  listing  of  dll   tra"-'  cnarks  abandoned   in  er r o r , 

f  .     A  lis  t inq  of  all   r^v I vals  nf   abandoned   trademarks , 
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v/hich  will  be  furnished  as  prescribed  by  Attacnment  A,  will 
contain  examples  of  items  that  meet  this  minimum  legibility 
requirement.     In  the  event  that  T&T  receives  items  of  lower 
legibility  or  of  non-standard  image  size,  it  shall  have  the  right 
to  return  them  to  the  PTO  for  replacement  by  items  of  suitable 
legioility.    This  shall  be  T&T's  only  remedy. 

2.     PTO  will  provide  to  T&T  the  following  additional  data  on  a 
non-exclusive  basis,  without  charge,  beginning  at  dates  stated 
below  and  continuing  on  a  mutually  agreed  upon  schedule  for  the 
term  of  this  agreement.     As  specified  below,  the  data  will  be 
furnished  on  papor,  microfilm  or  magnetic  tape.     If  on  magnetic 
tape,  the  data  will  be  furnished  in  a  format  to  be  established  by 
mutual  agreement  between  the  parties.     The  PTO  will  supply  TfcT 
with  completp  documentation  for  each  tape  format.    T&T  will  be 
consulted  with  respect  to  any  changes  to  the  initial  formats. 
Changes-  will  not  be  implemented  with  less  than    30  d^»ys  notice. 

a.  The  tex"  of  marks  as  prepared  for  printing  covering  the 
period  from  September,   198  0  to  the  present,  shall  be 
transmitted  to  T&T  as  soon  as  possiblti  after  execution  of 
the  agreement.     On  an  ongoing  basis,  tapes  \»ill 
transmitted  at  weekly  intervals  on  or  before  the  date  of 
publication  of  the  corresponding  Official  Gazette.  If 
possible,    tapes  will  be  provided  to  TGT  one  to  two  weeks 
prior  to  publication.     Tapes  produced  after  the  conclusion 
of  the  current  data  base  printing  contract  shall  contain 
data  equivalent  to  that  which  is  currently  available  as 
described  in  Attachment  C.     If  informatio.ial  and  errata 
notices  are  not  included  on  the  Official  Gazette  tape,  they 
shall  be  provided  in  paper  form. 

b.  Complete  bibllocraphic  data  as  it  is  captured  by  the  PTO 
during  initial  processing  of  applications  for  registration 
(Attachment  D> .    This  data  shall  be  supplied  on  magnetic 
tape  for  all  applications  subsequent  to  those  identified  in 
Section  l.b.  above.     Tapes  will  be  supplied  at  least  once  a 
week  during  the  term  of  J-his  agreement. 

c.  A  paper  copy  of  all  ne.v  trademark  drawings  corresponding 
to  the  applications  referenced  in  2.b.  above,  suitable  for 
copying,  black  and  white  filming  or  dinitization.     At  the 
end  of  a  two  year  period,  copies  will  be  limited  only  to 
those  marks  that  are  requirec^   for  «Ugi  t  iz-=^t  ion. 

d.  A  paper  copy  of  any  drawing  which  amends  a  pending 
trademark  application  or  an  active  trademark  reaistration 
containinq  design  elements  or  non-standard  tynoaraphv.  A 
copy  of  all  substitute  application  drawings  <^ubmitted  to 
replace  informal  or  unscannable  drawing*?  shall  also  be 
included.     These  copie«5  will  be  hatched  ton^tber  and 
forwarded  to  T&T  along  wirh  the  next  qroup  of  new 
application  drawings , 
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e.  Copies  of  all  assignment  index  cards  relating  to 
trademark  assigaments  recorded  after  the  backfile  copying 
process  required  by  Section  l*d.,  and  December  31,  1984. 

f.  A  magnetic  tape  of  trademark  assignment  information  for 
all  assignments  filed  fron  January  1,  1985  through  December 
31,  1992.    The  tapes  shall  be  furnished  at  monthly  intervals 
and  will  include  all  trademark  assignments  actually  recorded 
during  said  interval. 

g.  A  listing  or  magnetic  tape  identifying;  all  trademark 
application  serial  numbers  that  are  abandoned  or  reinstated 
to  pending  status  subsequent  to  the  execution  of  this 
agreement.     In  addition,  similar  information  for  all 
applications  which  are  revived,  reinstated,  3r  vacated  as 
nisassigned  will  be  supplied.     The  status  codes  that  will  b-* 
included  are  indicated  on  Attachment  E.    This  listing  or 
tape  will  be  supplied  on  a  montnly  basis  and  will  include 
the  serial  numbers  that  have  beon  abandoned,  revived, 
reinstated,  or  vacated;  the  status  date,  and  the 
corresponding  status  code. 

h.  A  computer  tape  or  listing  of  trademark  application  and 
registration  status  information  generated  by  the  system. 
The  tape  or  listing,  which  will  be  produced  on  a  monthly 
basis,  will  contain  the  serial  number  or  registratiori 
number,  the  current  status  coder  and  the  status  date  for 
each  application  or  registration  which  changed  status  during 
the  monthly  interval.     The  status  codes  that  will  appear  on 
the  tape  or  listing  ^re  indicated  in  Attachment  E  of  this 
agreement.    Those  status  codes  thit  are  not  captured  in  the 
initial  phase  of  the  system  will  be  reported  at  such  time  as 
they  are  incorporated  into  the  system. 

1.     A  pap'^r  copy  of  each  newly  filed  special, 

non-reg istra'uion  document.     Each  //ill  be  submitted  with  the 

next  group  of  application  drawings  sent  to  T&V. 

Tapes  ard  other  material  furnished  by  the  PTO  shall  be  made 
available  to  T&T  no  later  than  such  i_apos  or  materials  are  made 
available  to  any  third  party  for  oublic  use. 

3.     The  PTO  shall  provide  space  to  T&T  at  the  PTO  for  the 
photocopying  of  all  Trademark  Trial  and  Appeal  Board  (TTAB)  index 
cards.     Photocopying  shall  be  done  at  the  expens'^  of  T&T  and  with 
T&T's  equipment,  and  the  PTO's  responsibility  is  limited  to  the 
provision  of  adequate  space,  electrical  service,  and  access  to 
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the  records  to  be  photocopied.     t&T  shall  be  permitted  to  update 
this  information  monthly  during  the  term  of  this  agreement  in  a 
similar  manner  as  provided  herein.     If  production  of  the  TTAB 
index  cards  is  discontinued,  the  information  shall  be  orovided  or 
made  available  in  either  magnetic  or  paper  form. 

4.      T£T  will  provide  to  the  PTO,  on  a  non-exclusive  basis, 
without  charge  In  accordance  with  the  schedule  In  Attachment  A, 
computer  tspes  containing  information  a«»  described  below.     In  the 
event  that  T&T  copies  the  information  contained  on  the  opposition 
index  cards  referred  to  in  3 .  abo\e  in  romouter  readable  totm, 
T&T  will  provide  the  PTO  with  a  copy  thereof  at  no  expense  to  the 
PTO.    The  format  of  all  tapes  exchanged  under  this  agreement  will 
be  established  by  mutual  agreement. 

a.  All  active  marks  as  of  December  31,  1982.     Said  tape 
will  include  the  serial  number,   filing  date,  and 
registration  nu-nber  of  each  mark. 

b.  Information  which   identifies  those  applications  in 
which  the  initial  search  class  designations  are  incorrect  or 
incomplete  and  provides  the  corrected  or  additional  search 
classification  data.    Tnose  applications  in  which  the  class 
assignment  is  potentially  incorrect,  and  might  require 
investigation  of  the  file  wrapper  contents  for 
clarification,  will  be   identified  separately.    The  tape 
shall  be  forwarded  to  the  PT'O  within  seven  working  days  of 
receipt  by  T&T  of  the  new  application  bibliographic  tapes  or 
application  drawings. 

c.  Corrected  or  proper  spellings  of  all  phonetically 
equivalent  or  otherwise  corrupted  words  that  appear  in  the 
active  registrations  and  pending  registrations  identified  by 
the  magnetic  tape  described  in  Section  I.e.  above. 

d.  Corrected  or  proper  spelling  information  on  a 
continuing  basis  for  ail  newly  filed  applications 
represented  by  Section  2.b.  above. 

e.  Digitized  image  information  for  each  active  registered 
and  pending  mark  described   in  Section  I.e.  which  includes  a 
stylized  display  of  a  verbal  element  or  design  matter-  The 
magnetic  tape  will  contain  each  serial  or  registration 
number  and  an  uncompressed  digitized  equivalent  of  the 
corresponding  mark-     Images  shall  be  digitized  at  300 
picture  elements  per  inch.     Digitized  information  relating 
to  marks  not  included  as  pendin^j  applications  in  Section 
l.b.  and  filed  prior  to  th,    specified  delivery  date  will 
also  be  included* 
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f.  Digitized  image  information  relating  to  stylized  display 
of  a  verbal  element  or  desiqn  matter  for  the  new 
applications  received  by  V«l  throuqh  the  term  of  this 
agreement.     All  work  will  be  completed  on  said  drawings  and 
••ent  to  the  PTO  within  sevan  working  days  of  receipt  of  the 
drawing . 

g.  Information  relating  to  special,  non-reaistrat ion 
documents  currently  filed  in  ♦'he  registerea  section  of  the 
Trademark  Search  file.    The  information  consisting  of 
generic  chemical  and  drug  names;  adopt^a  Federal  ageir-  * 
names,   emblems,  and  symbols;  and  fili.jq  under  varioio 
ttademark  agreements  and  treaties  will  be  captured   in  a 
modifieo  record  format  and  given  a  special  identifier 
number.    All  such  documents  currently  on  file  in  the 
Trademark  Search  Library  will  be  included  as  will  all 
additional  documents  submitted  to  the  PTO  during  the  term  of 
this  agreement. 

h.  Design  descriptor  codes  that  relate  to  each  digitized 
mark.     The  stan-Jard  reference  for  such  work  will  be  the 
three  (3)  level,  heirarchical  coding  structure  contained  in 
the  International  Classification  of  the  Figurative  Ele»' ^nts 
of  Marks,  produced  b^   the  World  Intellectual  Property 
Organization.    The  parties  will  jointly  establish  guidelines 
for  coding  practices. 

5.  Each  party  will  exert  its  best  efforts  to  insure  the 
accuracy  and  completeness  of  the  data        -isferred  to  the 
other,   but  neither  party  warrants  its  ^.^-'-a  to  be  free  from 
errcrs  or  complete,  and  neither  party   :hall  be  responsible 
to  the  other  for  damages  arising  therefrom-     Best  efforts 
shall  mean  reasonable  visual  proofing  and  computer  editing 
of  application  and  printing  data  converted  to  computer 
processable  form. 

Each  party  shall  promptly  provide,   in  a  format  to  be 
mutually  determined,   identification  of  any  omissions, 
inconaistencies ,  or  errors  contained  in  any  of  tho  material 
furnished  under  Sections  1,  2,  and  4  of  the  agreement.  The 
party  that  catses  the  omission,   inconsistency,   or  error 
shall  exercise  its  best  efforts  to  correct  the  omission, 
inconsistency,  or  error  promptly,  and  notify  the  other  party 
of  the  correction,  whenever  approprijte. 

6.  Records,  data  and  information  specified  in  Sections  1 
through  4  have  been  valued  a^^  shown  in  Attachment  C  to  this 
agreement.     Any  other  exchange  agreement  or  offer  to  sell  these 
items  into  vhich  the  PTO  raay  enter  with  a  private  firm  during  the 
term  of  this  cgreeirent  will  be  based  on  the  valuation  shown, 
adjusted  only  to^  any  increased  costs  and/or  inflationary 
factors.    Roth  porties  shall  exert  their  best  efforts  to  maintain 
equity   in  the  value  of  exchange  items. 
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7.  t*or  the  period  of  this  agreement,  the  PTO  will  not  sell  and 
will  apply  Its  best  efforts  to  avoid  and  prevent  providing  a 
computer  prccessable  copy  of  the  data  r^ovided  to  the  pto  to  any 
party  that  reqjests  the  data  under  the  Freedom  of  Information 
Act.    Unless  o*  Jereo  by  a  court  of  cojnpetent  jurisdiction  to  do 
otherwise,  the  ptO  will  provide  only  a  printed,  paper  c^py  in  a 
style  and  format  that  will  prevent  or  discourage  mechanical 
conversion  to  computer  processable  form. 

Ar.y  transfer  of  a  copy  of  the  data  provider'  zo  the  ptC  according 
to  Section  4  above  in  a  computer  processab^a  form  or  in  a  form 
readily  convert    la  to  a  coinputer  processable  form  to  any  other 
agency  of  the  L  S.  government  or  other  Government  will  be  made 
subject  to  ail  of  the  conditions  and  limitations  of  th^s 
agreement . 

8.  For  the  period  of  this  dgret-nent,  the  following  conditions 
will  apply: 

a.  Terminals  provided  to  trademark  examineLC,  pto  ' 
ofTicials,  or  other  pto  employees  for  accessing  the  data 
will  not  be  available  to  the  public  to  perform  searches. 

b.  Terminals  .Tade  available  to  members  of  the  public  for 
the  purpose  of  using  data  elements  derived  from  tho  data 
referenced  in  Sections  4.c.,  4.d.,  and  4  ,g . ,  alone  or  in 
combination  with  otner  pto  data,  will  be  located  in 
designated  public  search  areas  at  the  pTO  or  at  Patent 
Depository  Libraries,  and  will  be  used  only  with  search 
techniques  comparable  and  equivalent  to  present  manual  paper 
file  searching  in  the  pto  Tradeirark  Searci  Library. 
Information  provided  to  the  ptO  in  accordance  with  Sections 
4.e.,  4.f.,  and  4.h.  will  be  incorporated  in  the  search 
system  accessed  by  members  of  the  public  to  the  extent  of 
conducting  a  soarch  of  design  elements  equivalent  to  present 
manual  searching  techniques.     A  description  of  the  current 
Trademark  Search  Library  for  establish' ng  this  comparable 
level  will  be  incorporated  into  this  agreement  by  amendment 
within  twelve  months  of  the  signing  of  the  agreement. 

c.  Teleprocessing  connection  from  outside  the  pTO  ^ill  not 
be  permitted  for  accessing  any  data  providod  the  pto  under 
this  agreement,  except  irom  Patent  Depository  Libraries 
under  the  condition'',  stated  m  '")ection  8.b.  above. 

d.  The  PTO  will  take  all  reasonable  steps  to  insure  that 
magnetic  medium  ccpies  of  any  portion  of  the  data  provided 
by  T&T  are  not  made  available  to  any  person,  except  as  may 
be  needed  for  use  by  the  PTO  for  its  own  use  under  the  terms 
of  this  agreement. 
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9.  In  the  event  daca  provided  under  Se^^tion  2. a.  above  is 
provided  prior  to  publication  date,  T&T  guarantees  that  the  data 
will  not  be  disclosed  prior  to  the  publication  date. 

10.  Fot  all  activities  provided  under  Section  4.c.,  TfcT  -3 
authorized,  but  not  required,  to  use  the  information  published  in 
the  Trademark  Official  Gazette  upon  issuance  or  renewal  of  a 
registration  in  determining  the  verbal  elements  of  the  trademark. 

11.  Wich  the  exception  of  magnetic  tapes,  which  shall  be 
returned  to  the  originator  within  sixty  calendar  days  of  receipt, 
items  exchanged  under  the  terms  of  this  agreement  become  the 
non-exclusive  property  of  the  recipients,  subject  only  to  the 
terms  of  this  agreement. 

12.  Attachment  A  defines  the  schedules  for  exchang*  of  items 
under  this  agreement,  reached  by  mutual  agreement  between  the 
parties.  Delivery  to  T&T  shall  mean  delivery  to  T&T*s  office  or 
representative  in  the  Washington,  b.C.  metropolitan  area.  By 
reference,  the  Attachment  A  is  incorporated  as  a  part  of  this 
agreement,  as  are  all  other  attachments  specifically  referred  to 
herein. 

13.  As  used  herein  tho  words  "mark"  and  "trademark"  are  intended 
to  include  trademarks,   service  marks,  certification  marks,  and 
collective  marks  and  any  other  kind  of  mark  registrable  by  the 
PTO  under  the  Lanham  Act.     The  word  "assignment"  refers  to  all 
documents  that  either  evidence  the  transfer  of  title  or  that 
affect  title  and,  as  such  are  deemed  to  be  recordable  bj*  the  PTO. 

14.  Rights  and   obligations  created  by  this  agreement  may  be 
assigned  at  any  time  by  T&T  to  another  entity  w^th  the  written 
concurrence  of  the  PTO.     In  any  case,  T&T  will  remain  responsible 
for  proper  satisfaction  of  its  obligations  to  the  PTO. 

15.  The  failure  of  either  party  to  assert  a  right  hereunder  or 
to  insist  upon  compliance  with  any  term  or  condition  or  this 
Agreement  shall  not  constitute  a  waiver  of  that  riyht  or  excuse 
the  subsequent  periormance  or  nonperformance  of  any  such  term  or 
condition  by  the  other  party, 

16.  Any  notice  hereunder  shall  be  deemed  duly  giv^en  if  sent  by 
prepaid,  certified  mail,  return  receipt  requested,  addressed  to 
the  other  party  at  the  address  set  forth  below  or  to  such  other 
address  as  e\ther  paity  may  herpafte*-  soecify  in  writing  to  the 
other . 

If  to  the  PTO: 


U.S.   Patent  and  Trademark  Office 
Offire  of  Microqr^iPhic  Services 
Crystal  Plaza  2,   roorn  6D15 
Arlington,  Virginia  ^2202 
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If  to  Thomson  &  Thomson: 


Thomson  &  Thomson 
120  Pulton  Street 
Boston,  Massachusetts  02109 


17.  If  either  party  shall  substantially  fail  to  comoly  with  any 
of  the  material  terms  or  conditions  contained  herein,  that  party 
shall  be  deemed  vO  have  committed  a  breach  of  this  Agreement,  and 
the  party  not  in  breach  may  give  notice  requiring  it  to  cure  3uch 
breach.     If  such  breach  is  not  cured  within  thirty  (30)  days 
after  receipt  of  such  notice,  the  party  not  in  breach  shall  have 
the  right,  without  prejudice  to  any  other  rights  conferrred  on  it 
by  this  Agreement  or  by  law,  to  terminate  this  Agreement  by 
giving  writtten  notice  thereof  to  take  effect  immediately. 

18.  If  any  part  of  this  Agreement  is  held  to  be  illegal,  void  or 
unenforceable  by  any  legal  or  governmental  authority,  such 
holding  shall  not  affect  or  in  any  way  invalidate  the  remainder 
of  this  Agreement. 

19.  The  pro  and  T*T  shall  each  be  excused  from  any  failure  to 
perform  hereunder  If  such  failure  is  caused  by  natural  disaster, 
such  as  earthquake  or  flood,  fire,   labor  unrest,   war  condition*" 
or  other  similar  cause  beyond  the  control  of  the  affected  par'.y. 
Further,  both  ni-ties  ackn-)WJ.edge  that  the  technology  required 
for  T&T  to  perform  its  obligations  under  Sections  4.e.  and  4.f. 
above,  relating  to  a  system  for  the  digitization  of  tr^idemark 
images,   is  in  the  developmental  stages.     T&T  shall  usic  its  best 
efforts  to  contract  in  a  timely  manner  with  a  third  party  having 
the  technical  capabilities  to  develop  fsuch  a  system  provided, 
however,  that     .y  delay  resulting  from  T*T's  inability  to  locate 
and  contract  with  such  a  capable  third  party,  despite  such  best 
efforts,  or  such  third  party's  delay  in  performance  or  its 
non-performance  for  whatever  reason,  shall  be  considered  an  act 
of  force  majeure  hereunder  and  shall  accordingly  extend  the  time 
for  performance. 

20.  This  agreement  represents  the  en*:ire  understanding  between 
the  parties  and  may  not  be  modified  except  in  writing  signed  by 
both  parties.     It  takes  effect  when  signed  by  both  parties  anH 
will  remain  in  effect  until  April  30,   1993.     It  may  be  modified 
or  terminated  at  any  time  by  mutual  consent  of  bot^  parties. 


BY: 


t:ommissiorier  of^*alf^ts  and  Trademarks 
Gerald  J.  Mossinghoff 


DATE 


BY 


Prpsidfint,'7l'hom'?on  &  Thomson 
Warren  R.  Thomson 
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The  U.S.  Patent  and  Tradenark  Office   (PTO)   and  Comou-Mark 
(CIl)    agree  to  exchange  the  products  and/or  services  as 
specified  under  the  conditions  stated  bcl^w: 

]  .      The  PTO  will  provide  to  CM  the  following  item?:  on  a 
non-exclusive    basis,    without    charge,    on    a  mutuallv 
agreec'-upon    schedule.      This    schedule    i<5    included  as 
Attachment  A  to  this  agreement,  and  nav  be  moaified  b^'  the 
nutual  consent  of  the  parties. 

a.  A  paper  copy  with  a   film  backup  of  ail  accivp 
federally  req\3tered  marks  contained  iu  PTO  bound  volumes 
throuah  Pecenber  1980.     Expired  or  cancelled  registrations 
will  not  be  intentionally  included. 

b.  A  conputer  file  of  the  oendina  apolication  serial 
-lunber*:   :ind  active  registrations  numbers  as  of  Deoenber 
31,  1982,  to  be  provided  by  April  1,  1983. 

c.  A   paper   copy   of    the    record   of  assignments 
(asriqnnent  index  cards)  of  all  active  registered  narks  in 
b.  above  available  as  of  December  31,  1982.     A  maxirum  of 
750,000  T^siqnment  index  cards  v;Lll  be  furnished, 

d.  Specif icatioi  s  and  instructions  for  coding  and/or 
keying  into  a  computer  processabie  medium  anv  and  a^l  of 
tne  data  elements  from  items  a.   through  c.   above.  Draft 
specifications   are   contained    in  Attachment   B   of  this 
aqreenont.     Final   specifications  will   be   furnished  in 
-iccordance  with  the  schedule  m  Attachnent  A. 

Items  provided  by  the  PTO  v/ill  be  legible,  and  any  design 
elements  will  be  of  sufficient  quality  to  be  usable  for 
oroHucmg  a  clear,  legible,  b.lack  and  white  paper  or  film 
con\'.     Included,  as  attachnent  D,  are  specimen«  of  items 
that  meet  this  minimam  leaibility   requirement.     In  the 
event  that  CM  shall  recei^'^  items  of  lower  legihilitv  it 
shall   1  ive   the   right   to    leturn   them  to  the  PTO  for 
replacement  bv  items  of  suitable  legibilitv.     This  «hall 
be  en's  onlv  remedv. 

PTO  will  orovide  to  CM  the  followino  additional  data 
on  a  ncn-exclusive  basis,   \;\thout  charge,    beginning  at 
dates   mentioned   below   and    continuing    on    a  mutually 
agrted-upon  schedule  through  Dorember  31,  1992.     The  data 
will  be   furnished  on  magnetic  tape   in  a  format  to  be 
established  bv  mutual  agreement  between  the  pairties. 

a.     The  text  of  marks  as  prepared  for  printing  in  the 
Trademark   Off\cial   Gazette,    covering   the   period  from 
September  1980  to  the  present,  shall  be  transmitted  to  CM 
as   soon   as  possible   after  execution  of  the  agreement. 
Tapes  will  be  transmitted  at  weekly  intervals  on  or  before 
the   date  of   publication   of   tlie   corresponding  Official 
Gazette.     If  possible,  tapes  will  be  provided  to  CM  one  to 
tv;o  weeks  prior  to  publication. 
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b.     Bibliographic   data    that   exists    in  computer 
processable    form   at   the    time   of   execution   of  this 
agreement,  corresponding  to  the  marks  referenced  in  Kb. 
above . 


c.  Bibliographic   data   of    new   applications  for 
registration  subsequent  to  those  identified  in  l.b.  above, 
will  be  supplemented  in  computer  readable  f om  at  least 
once  a  month  during  the  term  of  this  agreement.     Data  will 
be  provided  no  later  than  the  date  on  which  said  data 
becomes  available  in  the  PTO  public  search  room. 

d.  A  microfilm  or  paper  copy  of  all  new  trademark 
application  drawings  referenced   in  2.c.   above,  suitable 
for  copvinq  or  black  and  white  filming.     This  copy  shall 
be   delivered   to  CM   no   later   than   the   day   the  same 
information  becomes  available  in  the  PTO  public  search 
room. 


e.  All  assignment  information  relating  to  trademark 
assignments   filed  between  January  1,   1983,   and  Oeconber 
31,  ^084,  promptly  after  actual  recording,  to  enable  CM  to 
fulfill  its  obligation  under  paragraph  4.d.  below. 

f.  A  computer  readable  file  of  trademark  assignment 
information  for  all  assignments  filed  from  Januarv  1  , 
through  December  31,    1992,   at  monthlv  intervals  for  all 
trademark    assignments    actuallv    recorded    during  said 
interval. 


g.  A  listina  or  computer  taoe  of  abandoned  trademark 
application  numbers,  to  be  c^oli^ered  nonthl"  .vithin  ninety 
calendar  days  of  abandonment. 

3.     The  PTO  shall  ^jrovide  soace  at  the  PTO  to  CM  for  the 
photocopving   of    opposition    index   cards.  Photocopying 
shall   be   done   at   the   e::pense   o^   CM  and   with  CriVs 
equipment,  and  the  PTO's  respvonsibility  is  limited  to  the 
provision  of   adequate    cpace,    electrical    ser^'ice,  and 
access   to  the   records  to        photocopied.     CM  shall  be 
permitted  to  periodically  updave  this  information  during 
the  term  of  ti.ls  ^'^recment  in  a  similar  manner  as  provided 
herein. 


4.     CM  v:ill  provide  to  the  PTO,  on  a  non-exclusive  basis, 
without    chargr    in    accordance    with    the    schedule  in 
Attachment  A,  computer  tapes  containing  the  data  elements 
specified  in   l.d.    above   for   each  mark  and  assignment 
history  referenced  in  1.  and  2.  above.     In  the  event  that 
cn  copies,    in  computer   readable   form,    the  information 
contained  on  the  opposition  index  cards  referred  to  in  3. 
above,  CM  will  provide  the  PTO  with  a  copy  thereof  at  no 
expense  to  the  PTO. 

a.     For  those  marKS  that  have  been  republished  under 
section  12(c),  CM  i.s  authorized  to  use  such  republished 
information  appearing  in  the  Trademark  Of ficial  Gazette, 
as    the    sou  :cp   of    information    For    said  registration, 
provided  corrections,  amendments  and/or  class  surrenders 
made  after  republ  icati^on  and  shown  on  the  bound  \'olume 
V>">py  are  also  entrfrda^' .  _ 
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b.  CM  is  authorized  to  use  the  information  published 
in  the  Trademark  Official  Gazette  upon  issuance  or  renewal 
of  a  registration  in  determininq  tiie  verbal  elements  of. 
the  trademark. 

c.  In  the  event  data  providec"  ui^'^or  2, a.   above  is 
pro\^ided  prior  to  publication  date,  <^        irantees  that  the 
data  will  not  be  dinclosed  prior  to  the  publication  date. 

d.  For   the   period  starting  January   1  ,    1983  and 
extending   throuah   December    31,    198  4,    in   addition  to 
^jmputer  tapes,  CM  will  provide  the  PTO  with  four  cards 
^or  each  mark  assigned,  said  cards  to  be  of  the  sane  size 
and  general  If.yout  as  currently  employed  by  the  TTO  for 
its  assiqnrrent  card  indexes. 

5.  Each  part'/  will  exert  its  best  efforts  to  insure  the 
accuracy  and  completeness  of  the  data  transferred  to  the 
other,  but  neither  partv  warrants  its  data  to  be  free  from 
errors  or  complete,  and  neither  p* rty  shall  be  responsible 
to  the  other  for  damages  arisinq  therefrom.     Best  efforts 
shall   nean    reasonable    visual   proofing,    and  computer 
editing  of  application  and  printing  data  converted  from 
document  to  computer  proces sable  form. 

a.     Each  party  shall  prorrptlv  provide,  in  a  format  to 
be  mutuallv  determined,   identification  of  anv  omissions, 
inconsistencies  or  errors  contained  in  anv  o2  the  material 
furnished  under  sections  1,    2,   and  4  of  this  agreement, 
and  the  party  who  causes  the  omission,    inconsistency  or 
error  shall  exercise  its  best  efforts  to  promptly  correct 
the  omission,  inconsistency  or  error,  and  notify  the  other 
party  of  the  correction,  whenever  appropriate. 

6.  Records,  data  and  informatio.i  specified  in  items  1. 
through  4,   have  bei^n  valued  as  shown  in  Attachment  C  to 
this  agreenem:.     Any  other  axchanqe  ;»areement  or  offer  to 
sell  these   items  which  the  PTO  'nay  enter  v/ith  a  private 
firn  during  the  tern  of  this  agreement  will  be  based  on 
the  valuation  shown,  cidiusted  only  for  anv  increased  costs 
and/or  inflationary  factors.     Items  furnished  bv  CM  ha^''e 
been  determined  to  be   approximately  equal   in  valuG  to 
Items  furnished  by  the  PTO. 

7.  For   the  Period  of  this  aqreenent,    the  PTO  will  not 
sell  and  will  apply  its  best  efforts  to  avoid  and  ortvent 
providing  l  computer  proces3c»ble  copy  of  the  data  provided 
to    the    PTC    according    to    4.    above-    to    any  party 
repre^-ent' nq  a   private   enterprise.      In   the   event  that 
requests    for   the  data   are  made   under   the   Freedom  of 
Information  Act,    the  PTO  will  provide  only  a  printed, 
paper  copy   in  a  style  ana   fonrtat  that  will  pr-:Vent  or 
discourage  mechanical  conversion  to  computer  processable 
form.      Any  transfer  of  a  copy  of  the  data  provided  to  the 
PTO    according    to    paragraph    4    above    in    a  computer 
processable  form  or  in  a  form  readily  convex cible  to  a 
computer  processable  form  tc  any  other  agency  of  the  U.S. 
government  or  other  government  will  be  made  subject  to  all 
of  the  conditions  and  limitations  of  t'nis  agreement. 
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8.  For   the   period   of   this   aofreement,    the  following 
conditions  will  apply j 

a.  Terminals  provided  to  trademark  examiners,  PTO 
officials  or  other  PTO  employees  for  accessinQ  the  data 
will  not  be  available  to  the  public  to  perform  searches, 

b.  Terminals  irade  available  to  members  of  the  public 
for  the  purpose  of  using  data  elements  derived  from  the 
data  referenced  in  4.  above,  alone  or  in  combination  with 
other   PTO  data,   \7ill   be   located   in  des^gnat^d  public 
search  areas  at  the  PTO  or  at  Patent  Depository  Libraries, 
and  will  be  used  only  with  search  techniques  comparable 
and  equivalent  to  present  manual  paper  file  searching  in 
the  PTO  Trademark  Search  Library.     A  description  of  the 
current  Trademark   Search   Libary   for   establishing  this 
comparable  level  will  be  incorporated  into  this  agreement 
by  amendment  within  twelve  norths  of  the  signing  of  this 
agreement. 

c.  Teleprocessing  connection  from  outside  the  PTO 
will  not  be  pernitted  ^'or  accessing  anv  data  provided  the 
PTO   under    section   ^.f    except    from   Patent  Decository 
Libraries  under  the  conditions  stated  in  (b)  above. 

d.  The  PTO  will  take  reasonable  steps  to  insure  that 
maanetic  medium  copies  of  anv  oortion  of  the  data  oro^'ided 
under   section  4.   are  not  made  available  to  nnv  person, 
except  as  mav  be  needed  for  use  bv  the  PTO  for  its  own  use 
under  ^he  terms  of  this  aareenent. 

9.  \7ith  the  exception  of  r.aanetic  tapes,  which  shall  bt> 
returned  to  the  originator  vithin  sixtv  calendar  davs  of 
receipt,   ".tems  exchanged  unc'er  *-he  termL  of  this  agreement 
become    the    non-exclusi^'e    propertv   of    the  recipients, 
subiect  only  to  the  terms  ot  this  agreement. 

10.  Attachment  A  defines   the   schedule'^^   for  exchange  of 
items  under  this  agreement,   reached  bv  mutual  agreement 
bet^'een  the  parties.     Deli^'crv  to  Cl\  shall  mean  delivery 
to  CM's  office  or  representative   in  the  \7ashinqton,  O.C. 
metropolitan   area.     By   reference,    the  Attachment  A  is 
incorporated  as  a  part  of  th:s  agreement. 

11.  As  used  nerein  the  words  "mark"  and  "trademark"  are 
intended     to     include     trademarks,     service  marks, 
certification  parks   and  collective  marks  and  any  other 
kind  of  mark  registrable  by  rhe  PTO  under  the  Lanh'*^  Act. 
The  vord  "assignment"   means  the  transfer  of  title  to  a 
mark  and  the  document  evidenrirq  such  transfer. 

12.  Rights  and  obligations  created  by  this  agreement  m  \y 
be  assigned  at  any  tiire  by  cn  to  another  entitv  v/ith  the 
written  concurrence  of  tne  PTO.     In  any  case,   crt  will 
remain    responsible    for    proper    satisfaction    of  its 
obligations  to  the  PTO.     It  is  the  PTO's  undt»rstanding 
that  CM  may  assign  this  agreement   to  a  United  States 
subsidiary  or  other  affiliated  company. 

13.  This  agreement  represents  the  entire  understanding 
Q    tween  the  parties  a;id  mav  not  be  modified  except  in 
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writinq  signed  by  both  parties.     tt  ♦-akes   effect  when 
signed  by  bo^h  parties,  and  will   remain  m  effect  until 
December  31,   1992.     It  mav  be  terTnin<^ted  at  any  time  bv 
nutal  consent  of  both  parties. 
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^     DATE: 
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.Ono  r  1  ru  1 ,11  P'1  b"i'  d  \  ■^nnvirt  i  nq  n1    1fj'J>/vprn,    ^  QR  ^  do  1  1  n  r*^ :    (PV  =    (.0)  (pv 
^'^^f  rn  a,   pv  -   Prpqpnt   v.tIup.     TIk'  ^'nUiri  w^rn  aj  o  yr^.ir   1,   l.OOj   vpnr  ^  ^   0.90;   vnar  3,   O.Pl;   vonr  ^,  0.7?; 

'♦onr  «i4;  v.-'ar  6,   n.*7;  VPnr        Cil;  v<^it   R,  0.4');,   vpor  0,  0.40?   and  vnar  10,  O.lfi. 


O 
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